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Medal of Honor 





Sergeant Travis Watkins, 
Gladewater, Tex.—Medal of Honor 





: = 


Lieutenant Frederick Henry, Major General William F. Dean, Sergeant Charles Turner, 


Clinton, Okla.—Medal of Honor Berkeley, Calif.—Medal of Honor 


This is the season when you think of stars. The 


one over Bethlehem. The ones on Christmas trees. 


But this year remember another star, too—the 
one on the Medal of Honor. And make a place 

in your heart for the brave, good men who’ve won 
it. Men who, oftener than not, made the final, 
greatest sacrifice—so that the stars on your 
Christmas tree, and the stars in your country’s 


flag. might forever shine undimmed. 


Right now—today—is the time to do something 





Private First Class Melvin Brown, 
Mahaffey, Pa.—Medal of Honor 


important for these men who died for you. 
You can. by helping to defend the country they 
defended so far “above and beyond the call 


of duty.” 


One of the best ways you can make defense 
your job, too, is to buy more... and more... 
and more United States Defense Bonds. For 
your bonds help strengthen America. And 
if you make this nation strong enough you'll 


create, and keep, the peace for which men died. 


Buy Defense Bonds through the Payroll Savings Plan where you 
work or the Bond-A-Month Plan where you bank, Start today! 


Peace is for the strong...Buy US. Defense Bonds 





The U. S. Government does not pay for this advertisement. It is donated by this publication in cooperation with the 
Advertising Council and the Magazine Publishers of America as a public service. 








Boston, Mass.—Medal of Honor 
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BELL TELEPHONE LABORATORIES’ NEW "ELECTRICAL THINKING from 

MACHINE" AIMS ANTI-AIRCRAFT GUNS LIKE THIS ONE. It’s even more is to 
. effective than the Bell Laboratories’ famous Electrical Gun Director : Ay 

CW un irec Or S that proved such a factor in the last war... . The radar equipment sion 
locates hostile planes, day or night, and feeds continuous informa- twee: 
tion concerning their location into a computer or “electrical think- becat 
Carey News f0 th ¥ t ing machine.”. . . At the same time, data relating to wind velocity, could 
if e oun ry velocity of the shells, temperatures, etc., are given to the computer. num 
The machine then calculates where a shell should explode and aims But t 
the guns, continuously and automatically, to bring the planes down. attra 
gre: 

fesse 

' now 
Call to Arms. Once again the re- Skilled Teams at Work. The Bell — the Bell System’s own manufactui there 
search and manufacturing of the Bell System’s ability to serve the armed _ing unit. this « 
a hae aie ae ; : : seem 
System are mighty weapons in the forces comes not only from its unique Service and Security. For many re 
defense of the country. qualifications in the field of elec- years this close, efficient association these 
More than twelve hundred proj — "OMICS, but from the way it is set up of research, development, and manv- large 
ects for the armed forces were com- 4d equipped to do the job. facture has helped to give this country to es 
pleted in the last war. Many new The Bell Telephone Laboratories, the best telephone service in the now: 
assignments are now being rushed to = who do the research and develop- world. It is now helping to give the sons 
completion. This new Fire Control ment, work hand-in-hand with the nation the world’s best fighting with 
System is already in production. Western Electric Company, which is weapons. 
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The Trend of Events 


FIGHTING MERGERS... We understand that the Fed- 
eral Trade Commission is preparing a real crack-down 
on corporate mergers, a veritable crusade against a 
“great wave of mergers” which allegedly has been 
taking place. The advance billing describes the action 
—ordered by Chairman Mead of the Federal Trade 
Commisison—as more than an old-fashioned trust- 
busting campaign. What’s projected is application in 
the most literal and extreme fashion of the new pro- 
vision of the Clayton Act which bars one corporation 
from acquiring the assets of another where the effect 
is to lessen competition substantially. 

Applied literally and indiscriminately, this provi- 
sion could virtually halt future mergers except be- 
tween companies in completely unrelated fields, 
because regardless of the purpose of the merger, it 
could be argued that by the mere reduction of the 
number of competitors, competition will be lessened. 
But this is a point that the courts must decide. What 
attracts public attention is the difficulty in finding the 
“great wave of mergers” which Chairman Mead pro- 
fesses to have discovered. He states that combinations 
now occur at a rate of 750 a year, but considering 
there are over four million business enterprises in 
this country, this would hardly 


operations. It can be done either through expansion 
from within, or by absorbing existing businesses 
through merger—often a more practical way. 

Also there is a constant offering of enterprises for 
sale, particularly smaller ones, because of a desire 
of the owners to liquidate, because of retirement or 
death, or the need for funds to settle estate taxes, 
actual or anticipated. The latter has become an im- 
portant factor. And the most logical buyers, often 
the only buyers, may be other businesses in the same 
field, usually larger and publicly financed enterprises. 
The present tax laws alone place considerable pres- 
sure on owners of closely-held enterprises to merge 
with larger concerns. Elimination of competition is 
quite a secondary motive, if it is one at all. 

Factors such as these, in all fairness, should be 
closely considered in any attempt to apply the new 
amendment of the Clayton Act unless the new crusade 
is to deteriorate into just another fight against “big- 
ness”. There have been many of such attacks in the 
past and it is doubtful whether another one would 
really pay political dividends even in an election year. 


GOVERNMENT AS EMPLOYER... Most people think of 
Government — whether Fed- 





eral, State or local—as bodies 





seem to constitute a threat to 
free enterprise even though 
these mergers may also involve 
larger businesses. 

In this connection it is well 
to remind that most mergers 
nowadays are effected for rea- 
sons that have nothing to do 
with competition. In a dynamic 
economy there is a constant 
urge to expand and diversify 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
murket analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








that never cease asking for 
higher and higher taxes to ful- 
fill their functions—often alto- 
gether too well padded with 
waste and extravagance. But 
the very pronounced spending 
proclivities of governmental 
bodies make Government also 
an important employer — as 
many doubtless are aware 
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when they consider the ever increasing public pay- 
rolls. Government, in fact, has grown in importance 
as a source of personal income, counting only direct 
payments to individuals, to the extent that such pay- 
ments are now the source of one-sixth of every dollar 
of all individual income. Their total last year was a 
record $32.5 billion—no wonder the cost of Govern- 
ment, and taxes, are so high. 

Government income payments to individuals: con- 
sist primarily of the public civilian payroll, pay of 
the armed forces including family allowances, various 
benefit payments such as those to veterans and from 
social benefit funds, and public assistance and other 
direct relief. 

In view of the rise in expenditures at all levels of 
Government over the years, particularly in the Fed- 
eral sphere, the question of how and where Govern- 
ment bodies are spending the people’s money, and to 
what extent efforts at economy are being practiced, 
are matters of increasing national concern. These 
questions apply with even greater force under today’s 
conditions in view of the cost of rearmament, which 
of course is not included in the afore-cited figure of 
Government payments, and which imposes an ever- 
growing tax burden on people, business and industry 
and raises the specter of deficit financing despite a 
flow of revenues far greater than any time in the past. 

As a contributor to national income, Government 
certainly has been growing fast. Trade and services 
represent the biggest single source accounting for 
24.4% of total income payments in 1929 and 26.3% 
last year, a gain of about 8% during this period. 
Second largest source were manufacturing payrolls, 
accounting for 19.7% in 1929 and 22.6% in 1950, 
a rise of 15% over two decades. 

But these gains are dwarfed by the fact that the 
proportion of Government income payments which in 
1929 accounted for 7.3%, has risen to 16.2% in 1950, 
an increase of approximately 122% ! 

We may have big business but we certainly also 
“enjoy” big Government. Significantly, there are to- 
day no states in the country in which combined Gov- 
ernment income payments represent less than 10% 
of total income payments to individuals. Back in 1929, 
only ten states exceeded the 10% mark. We let the 
reader ponder what this trend means not only from 
an economic standpoint but above all politically and 
socially. It begs the question: Whither are we going? 


MORTGAGE ON CONSUMER INCOME... Businessmen 
for some time have been aware that heavy waves of 
consumer buying—particularly the scare variety— 
are by no means an unadulterated blessing. True, 
everybody enjoys a superboom but usually there is a 
reckoning. Much of such booms merely represents 
business borrowed from future sales. Merchants are 
painfully aware of that. They also know that there 
are two sides to heavy instalment selling, and gener- 
ally to business depending mainly on consumer financ- 
ing: for the bigger the instalment sales, the bigger 
the mortgage on future consumer income. The latter 
point is perhaps not fully realized by many, though 
it certainly should. A few pertinent statistics may 
prove interesting. 

As the results of the rise in personal debt in the 
last few years, the American people have committed 
themselves to a schedule of repayments amounting 


to over $2.8 billion a month, or an annual rate of 
nearly $34 billion, according to estimates prepared 
by the Joint Congressional Committee on the Eco. 
nomic Report. Just consider what this means: the 
total is equivalent to about 15 cents of every dollar of 
aggregate personal income after taxes which during 
the first nine months of this year averaged at an 
annual rate of about $222 billion. That’s a sizeable 
slice of income not available for spending, a commit- 
ment that is bound to pinch a considerable sector of 
the consumer army. 

But it’s merely the commitment for contractual 
reduction of consumer debt, not the amount of the 
debt itself which comes to about $67 billion of which 
$47 billion represent residential housing mortgages, 
the remainder instalment and other consumer credit. 
Yet, since mortgages are long term, monthly agegre- 
gate contractual reduction thereof comes to only $260 
million, the remainder of the $2.8 billion monthly 
debt repayment bill going for reduction of instal- 
ment debt, personal loans, charge accounts and other 
consumer credit. 

At any rate, debt takes 15% of income after taxes, 
and this is no negligible figure at a time when taxes 
and living costs are already extremely burdensome. 


IS LONDON’S GLOOM CONTAGIOUS? .. . It would 
seem that with high taxes, poorer earnings, and some 
questions raised as to whether dividends can be main- 
tained on the former lush basis, the stock market 
has enough to contend with without worrying about 
what is going on in London. Yet the extremely poor 
performance in recent months of British securities 
is beginning to attract attention on this side of the 
ocean. 

The nervousness of British investors engendered 
by the succeeding crises, political and economic, in 
which Britain has been and still is wallowing has 
been reflected not only in a succession of breaks in 
leading industrial shares on the London Stock Ex- 
change, but also in British government securities. A 
few months ago, the index for British governments 
stood at 90 but is now down to 85.5, which is an impor- 
tant decline for such issues. In the same period, the 
average for industrials declined to 149.5 from 157.9. 
Most of these declines occurred in the past few weeks, 
and more or less coincided with the drop in Amer- 
ican scurities. 

It has been noticed that in recent weeks, a day’s 
decline of more than ordinary: proportions on the 
New York Stock Exchange followed immediately 
upon a severe break in the London market. This 
association of events would seem to lead to the opinion 
that our own market is becoming somewhat suscepti- 
ble to British market conditions. 

Whether or not we can shake off this particular 
influence in the period ahead is not easy to determine, 
but it should be borne in mind that the present Brit- 
ish Government has embarked ona deflationary policy 
and that this is having an inevitable effect on British 
securities. Should this process be long continued, it 
is difficult to see how our own market could fail to 
show some sympathetic response. On the other hand, 
even a temporary alleviation of British difficulties, 
which Mr. Churchill hopes to accomplish on his forth- 
coming visit to Washington, would tend to lift the 
pressure in London. 
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As Y See Jt! 


By ROBERT GUISE 


AFTER THE CEASE-FIRE—WHAT? 


i new turn in the Korean situation, as the 
dragging truce talks pass into a phase that gives new 
ground to hope that an armistice may be concluded, 
comes after four months of bitter negotiations—ne- 
gotiations that have been handicapped from the start 
by the fact that neither side has decisively beaten the 
other on the battle field. 

This handicap was ap- 
parent when the truce 
talks began last July, 
with each side seemingly 
confident that the other 
wanted a truce badly 
enough to make big con- 
cessions. But this assump- 
tion proved wrong, as we 
since have learned. The 
communists fought every 
issue, large or small, and 
so did the U.N. delegation 
which soon discovered 
that real gains at the con- 
ference table usually fol- 





lowed in the wake of 
enemy reverses in the 
field. 


Military power and 
even more so, military 
success, remained the big 
ace card. Thus some 
weeks ago, after a dose of 
heavy pressure, the com- 
munists became more pli- 
able with the result that 
a cease-fire line has now 
been agreed upon though 
other truce conditions 
still remain to be nego- 
tiated. 

Granted that a cease- 
fire becomes a fact, the 
question arises: What 
then? Will it merely con- 
stitute a screen for a new 
communist build-up, a chance to re-group forces and 
gather strength? Or will it form a basis for real peace 
negotiations? We somehow doubt the latter. 

While there may be a cease-fire, if only to allow 
the communists to regain strength and avoid a costly 
and painful winter campaign, Korea more and more 
looks like any other communist campaign designed 
to bleed opponents in a prolonged conflict. As such 
it is likely to remain a communist pawn in the power 
play between East and West, one that will be kept 
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alive to be played out again and again in the Krem- 
lin’s quest for far-reaching concessions. It will, even 
despite a truce, remain an important part of the Far 
Eastern picture, and used to play an important role 
in any Far Eastern settlement. Pending such a settle- 
ment, we believe the communist aim is to keep us 
tied up in Korea indefinitely. 

3ecause we are con- 
vinced of that, we con- 
sider the truce talks 
largely a camouflage. 
There may be a cease-fire, 
pure and simple, but to 
obtain a truce will be 
more difficult since that 
would require firm com- 
mitments on control and 
inspection of rear areas, 
and on exchange of war 
prisoners. Our forces 
may be tied down in Ko- 
rea for many months 
while the wrangling over 
these points, plus other 
truce terms, continues. If 
so, this would smack sus- 
piciously of the old com- 
munist policy of seeking 
victory by default. The 
technique consists of end- 
less conflict, prolonged 
truce talks, back-and- 
forth fighting in the face 
of military stalement — 
all to encourage the op- 
ponent to withdraw from 
a struggle that appears to 
have no end. But if that 
is so, the prospect for 
peace in Korea is not very 
good. 

We may well be forced 
to decide between a truce 
that is no real truce, and 
pressing the war to a victorious conclusion. Certainly 
if there is no real truce, if there is merely a cease-fire 
with a subsequent break-down, or indefinite pro- 
longation of truce negotiations, we shall be forced to 
reappraise our policies—and there will certainly be 
need for reconsideration of U.N. air strategy. To 
bomb or not to bomb the Chinese air bases in Man- 
churia will become the hottest allied issue if the 
Korean truce talks fail. 

This should be apparent (Please turn to page 250) 
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Market Awaits Further Clarification 


In what does not yet amount to more than moderate trading-range fluctuations, the 
market worked lower during the last fortnight, with the industrial and rail averages 
recording new reaction lows, utilities firm. The outlook is clouded on a number of 
counts. There is no change in our conservative policy. Continue to defer expansion of 


stock holdings. 


BY A. T. MILLER 


by! here was a moderate net decline in average 
stock prices over the past fortnight, due mainly to 
persistent softness last week, in which the daily in- 
dustrial average gave up some ground in each trading 
session, as did the rail average also. It may be of some 
significance that both averages recorded new closing 
lows for the downward price swing begun in mid- 
October, although they have done so by nothing more 
dynamic than a slow and selective erosion of prices 
resulting from a combination of light selling and re- 
duced demand. While they were sagging in this mixed 
market, with average daily trading volume around 
the lowest ebb of the year to date, the utility average 


edged up to a new 1951 high and was holding within 
a fraction of it at the close of last week. 

For reference, the industrial average fell roughly 
18 points in the two weeks October 13-27, sagged 
fractionally under the October 27 low on November 7, 
and has now broken the latter level by a little more 
than 1 point. In short, the four weeks ended Novemn- 
ber 24 added roughly 2 points to the initial fast 18- 
point sell-off. The pattern of rail action since mid- 
October has been closely similar to this. This does 
not amount to more than narrow trading-range fluc- 
tuation for the time being, even though with a mild 
downward bias. 
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Tax Selling A Factor 
a's MEASURING MARKET SUPPORT Sam . ) | 
ae “THE MARKET 1S A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS?: Selilng for tax-adjustment purposes is 
yen Re an increasing factor at this season, and 
wie sid raiaeitimeieiaoe probably much of the story of the current 
DEMAND FOR STOCKS 340 downward drift of stock prices. Excepting 
ae AS INDICATED BY TRANSACTIONS for this, the market at present reflects 
AT RISING PRICES 320 little more than a wait-and-see mood on 
T mt the part of most investors and traders. 
300 iff vhf m 300 You see it in four weeks of indecisive 
| il il I HN fluctuation in the averages. You see it in 
260 al HUAI ANU Ki Ith IN AULA 280 low trading volume. In view of uncertain- 
ut Wh Ih Wt AAU Hi _ = ties in the medium-term outlook, it may 
2.60 it IM INN ll | HM IA A tM abo well continue for some time. 
IA lil A WI that Ws | It pers our view that a trading- 
| HUN HE range performance is the best that can 
wie = a < Hl ty aan | ais be expected for a rather extended period; 
Sr 7 — AS INDICATED BY that the chances are against a rise above 
220 _ RANSACTIONS AT DECLINING PRICES 120 the previous 1951 highs in the key aver- 
MEASURING INVESTMENT AND SPECULATIVE DEMAND ages ; and that the lower limit of the range 
260 —4—,-—-+—4 ' —t 130 has yet to be defined. So far, industrial 
M.W.S. 100 HIGH |NVESTMENT DEMAND stock prices are down, on average, less 
250 —— PRICED STOCKS sorte, | 125 than 8% from their bull-market top. It 
oa .o *e, is doubted that a support base can be 
one as i ° 120 built for more than minor rallies at or 
.° \ " 1° 6, close around this level. On the other hand, 
230 2° oF Ns it is still our opinion that the basic eco- 
M.W.S. 100 LOW PRICED STOCKS nomic-financial ingredients of a sustained 
aa SPECULATIVE DEMAND 110 bear market are not present. | ; 
Although selective tendencies continue, 
105 only a sprinkling of individual stocks 
and oo 2“rSSSSCSC made new highs for 1951, or longer, in 
the latest week. They were largely ex- 
ceeded by those sagging to new lows, prob- 
ably most generally as a result of tax 


selling, unfavorable earnings reports or 
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pared dividend payments. 
Some of the weakest stock 
groups currently are soft 
drinks, brewers, carpet 
makers, canned foods, de- 
partment stores and soaps. 
Groups getting above- 
average current support 
include finance companies, 
air transport, copper, ra- 
dio-video, variety chains, 
food chains, natural gas, 
electric utilities, cotton 
textiles, shipbuilding, and 
fertilizer. 


Additional tax selling 
must be allowed for, at 
least well into December; 
and, from the current be- 
havior of the market, it 
seems evident that there is 
more of a tendency. than 
there was at this season of 
1950 and 1949 to hold the 
proceeds of such sales in 
eash for the time being, 
rather than to make imme- 
diate switches. The abate- 
ment of this pressure, plus 
typical early-1951 rein- 
vestment demand, may well 
inducea degree of improve- 
ment in stock prices 
around the year-end peri- 
od, as has been so in many 
more years than not. Unless 
more of a technical spring- 
board for it is provided by 
further reaction mean- 
while, it is unlikely to be more than moderate at best; 
and in any event the purely seasonal influence is 
always short-lived. 

Not far ahead there will probably be more than 
the usual pre-occupation with the President’s Janu- 
ary budget message; and, to a secondary extent, with 
his probable demands for some further boosts in 
taxes, although all present indications are that Con- 
gress has made its last significant upward tax revi- 
sion for the foreseeable future, barring global war. 
The budget message will be important because of 
advance reports that the allotment for military 
spending in the next fiscal year may be substantially 
less than that originally contemplated. Whether this 
is true remains to be seen, for one hears other “dope 
stories” that the over-all budget will largely exceed 
this year’s; but the conjecture contributes further to 
medium-term uncertainty. If true, it implies that the 
arms build-up — world events permitting — will be 
spread over a longer period of time than had been 
previously contemplated, with a proportionately re- 
duced inflationary impact both within the second half 
of 1952 and when peak arms outlays are reached. 

As it is, and without any allowance for a possible 
moderated schedule of defense outlays, Federal 
agency economists are now much less inflation- 
minded than they were not so long ago. Their present 
consensus is that, if there is any further inflation 
“later on in 1952”, it is likely to be rather mild. Since 
they have been so badly wrong in their previous pre- 
dictions of 1951 inflation, we would not pay too much 
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attention to the revised opinion. But it does tie in 
with the mixture of caution, uncertainty and worry 
in the existing stock-market mood. 


The Medium-Term Budget Outlook 


In any event short of global war—and even that 
could not immediately affect Federal spending 
greatly, although it would radically affect projected 
schedules—the medium-term budget outlook is the 
opposite of inflationary. Due to the concentration of 
heavy tax payments in March and to the moderate 
rate of rise in arms outlays, there will be a large cash 
surplus in the first quarter of 1952: perhaps $4 bil- 
lion or more taken out of the stream of personal and 
corporate income. That prospect is not compatible 
with a renewed upward surge in commodity prices, 
or in spending by individuals and civilian business 
concerns. The thinking of the latter is still inhibited 
by ample to excessive inventories in a great variety 
of lines, both in durable and non-durable goods, de- 
spite some spotty progress in correction in recent 
weeks. 

It is easy enough to predict a heavy rate of Federal 
deficit spending in the second half of 1952, and prob- 
ably into, if not through, 1953—but how inflationary 
that might be is problematical. The spending psy- 
chology of businessmen and consumers produced 
the rather dynamic price inflation between the start 
of the Korean war and last spring, regardless of a 
non-inflationary budget (Please turn to page 250) 
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| 50 Companies 


By 
J.C. CLIFFORD 


ee view- 
ing the procession of 
poor earnings reports for the third quarter with 
some apprehension, naturally express concern lest 
this presage an important change in the hitherto 
favorable dividend situation. This feeling of mis- 
giving is heightened by the general expectation that 
the forthcoming fourth quarter reports will continue 
to reveal the impact of higher taxes and costs on 
corporate earnings. 

Uncertainty is particularly directed to the amount 
of year-end payments, with directors in a quandary 
as to the sums they can safely allocate to dividends, in 
view of the generally higher cost of operations and, 
consequently, the increased need for capital with 
which to provide for continued high production. 
With taxes skimming off the cream of profits, prud- 
ence dictates a more conservative dividend policy 
than has been necessary over the past several vears. 
Chrysler’s recent declaration of what it called a 
“prudent” dividend of $1.50 a share, reduced from 
the previous rate of $2, illustrates this point. 

While third quarter earnings reports have high- 
lighted the need for re-appraising dividend prospects 
in general, the process of dividend curtailment has 
actually been going on for some time. Thus, it may 
surprise readers to learn that this year, out of 943 
dividend-paying stocks listed on the New York Stock 
Exchange, 137 have already reduced payments. Al- 
though about three times as many companies in- 
creased their pay-out, that such a comparatively 
large number of concerns should find it necessary to 
lower dividends is a commentary on the fact that 
prosperity is by no means universal. 

Accordingly, we find that while total dividends of 
companies listed on the N. Y. Stock Exchange in- 


216 





. 


That Can Maintain 


ee Their Dividends in 1952 


Biss : 
ll 
on Bee 






creased 15.5% in the first quarter of the year and 
11% in the second, payments in the third quarter 
declined almost 4%. These figures would seem to 
indicate that a general trend has been established 
although total dividends for the nine months are 
9.4% higher than for the same period last year. 
Actual payments for the period were $3.73 billion 
against $3.41 billion, but third quarter dividends 
were $1.27 billion compared with $1.33 billion in the 
same period last year. It will be seen that the 
momentum towards higher dividend payments in the 
earlier part of the year has by now been lost. 

In greater detail, we find that of the 24 principal 
categories listed on the N. Y. Stock Exchange, 18 
increased their dividends during the first nine 
months of 1951, with 6 reductions. The latter were: 
automotive, amusement, financial, leather and shoes, 
tobacco and shipbuilding. Among the leading groups 
which increased their dividends were: petroleum and 
natural gas, aircraft, mining and rubber. A surprise 
is that the chemicals, which attracted so much atten- 
tion marketwise during the greater part of the year, 
just about held their own in dividend payments as 
compared with last year. 


Some Unexpected Dividend Results 


Of equal importance as compared with the general 
trends within industries, are the extreme variations 
in dividends among the individual companies. There 
are many instances of companies in industries in an 
earnings uptrend that reduced dividends, and there 
are numerous instances of companies in declining 
industries that raised their dividends. Of industries 
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Fifty Companies Thai Can Maintain Their Dividends in 1952 
—— 1950 1949 Paid Some 
Estimated Dividends 
Net Per Estimated Net Per Net Per Recent Each Year 
Share Div Share Div. Share Div. Price Yieldt Since 
Allegheny Ludlum Steel $ 6.75 $ 2.50 $ 7.07 $ 2.50 $ 1.15 $ 2.00 47 5.3% 1939 
Allied Chemical 4.50 3.00 4.65 3.00 4.19 2.50 6958 4.3 1921 
American Can 9.00 5.00 12.68 5.00 10.02 4.00 10714 4.6 1923 
American Chicle 3.30 2.50 3.70 2.50 3.31 2.50 422 5.9 1926 
American Gas & Electric 4.95 3.00 4.86 3.00 4.31 2.251 572 5.2 1910 
American Natural Gas 3.00 1.65 2.45 1.20 1.74 1.20 34% 4.7 1904 
American Tel. & Tel. ........... 11.00 9.00 12.12 9.00 9.22 9.00 157% 5.7 1881 
Atchison Topeka & Santa Fe 12.00 5.00 15.65 4.25 9.03 4.00 73 6.8 1940 
Atlantic Refining 11.00 4.00 10.90 2.75 7.92 2.00 75% 5.3 1927 
Beech-Nut Packing 2.85 1.60 3.17 1.60 2.84 1.60 31% 5.0 1902 
Borden Co. 4.00 2.80 4.69 2.80 5.10 2.70 50 5.6 1899 
Chicago Pneumatic Tool 10.00 3.20 10.22 3:25 7.94 2.50 48 6.7 1941 
Columbia Gas System 1.50 90 1.18 75 84 71 15% 5.9 1943 
Consolidated Natural Gas ...... 6.00 225 5.03 2.00 3.59 2.00 58% 3.8 1944 
Continental Can 4.00 2.00 4.53 2.00 3.73 1.50 42) 4.7 1923 
Continental Oil 4.75 2.50 4.37 2.50 3.74 2.00 53% 4.6 1934 
Corn Products 7.00 3.60 8.44 3.60 4.88 3.60 69M 5.2 1920 
El Paso Natural Gas ............... 3.40 1.60 ye 7 1.25 1.92 1.20 34 4.7 1936 
First National Stores 3.60 1.875 3.49 V2 4.28 1.75 36% b> 1926 
General Amer. Transportation... 5.95 3.00 4.95 3.00 5.62 3.00 53% 5.6 1919 
General Telephone 2.50 2.00 2.64 2.00 2.17 2.00 30 6.6 1936 
Goodrich (B. F.) Co... 9.00 4.00 8.06 2.16 4.79 1.83 57% 7.0 1939 
Grant (W. T.) Co. 2.85 2.00 3.16 2.00 3.73 1.00 33 6.0 1907 
Hackensack Water Co. 2.70 1.70 223 1.701 2.68 1.70 3034 5.5 1886 
Household Finance .. 4.00 2.40 4.09 2.20 3.52 2.00! 3914 6.1 1926 
Illinois Central R.R. 15.00 3.00 20.83 1.50 11.20 551 5.3 1950 
International Nickel 4.00 2.30 3.21 2.00 2.08 2.00 401 5.6 1934 
Johns-Manville 6.75 3.50 422 3.50 4.83 2.50 6912 5.0 1935 
Mathieson Chemical 3.70 2.00. 3.32 1.50 2.57 1.06 44) 4.5 1926 
May Department Stores ..... 2.60 1.80 3.46 1.50 2.90 1.50 305% 5.9 1911 
National Cash Register 6.15 3.00 6.16 2.501 5.38 2.50 55% 5.4 1934 
National Dairy Products 4.00 2.80 SiS 2.80 5.27 2.20 4834 57 1924 
21 ota) 21 cee eee ee 2.70 2.00 2.93 2.00 2.95 2.00 3256 6.1 1930 
Oklahoma Natural Gas ...... 2.80 2.00 2.88 2.00 3.38 1.875 3356 59 1939 
Otis Elevator ........ ua diaesaaeiae 4.75 2.50 A ya 3 5.26 2.50 35% 7.0 1903 
Pacific Lighting 4.50 3.00 5.88 3.00 2.86 3.00 51% 5.8 1908 
Parke, Davis & Co. 3.75 1.90 3.65 1.75 2.54 1.40 54 3.5 1878 
Penney (J. C.) Co. .. 4.50 3.50 5.46 3.00 5.08 2.50 661% 5.3 1926 
Philadelphia Electric 2.20 1.50 2.30 1.35 1.81 1.20 2958 ae 1902 
Remington Rand ... dao 1.00 2.87 1.25 1.69 1.00 20% 4.9 1936 
Sears Roebuck & Co... 4.75 2.79 6.08 7 OF bo 4.58 2.25 5656 4.9 1935 
Shell Oil 6.75 3.00 6.69 3.00 5.67 3.00 63% 47 1936 
Sinclair Oil 6.20 2.50 5.81 2.50 4.52 2.00 4158 6.0 1934 
Socony-Vacuum Oil 4.50 1.50 4.03 1.35 3.09 1.10 34 4.4 1911 | 
Southern Natural Gas 4.50 2.50 3.82 2.15 3.27 2.00 50% 4.9 1936 
Standard Oil of California... 5.60 2.60 5.26 2.501 4.74 2.001 51% 5.0 1912 
Standard Oil of New Jersey 8.00 4.125 6.74 2.50 4.46 2.001 697% 53 1882 
Texas Company 6.10 3.00 5.41 3.25 4.82 1.875 54% 5.5 1903 
Union Pacific 13.00 6.00 14.80 5.00 10.26 6.00 100% 5.9 1900 
Wnited Atrilings: .....2:-:.5.<... 3.50 1.50 2.91 By 88 31% 47 1950 
+—On estimated 1951 dividend 1_Plus stock. 
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in a depressed condition such as leather and shoes, 
3 companies actually raised their dividends. In an- 
other industry, amusement, not conspicuous for 
great earnings success in recent years, 6 raised 
their rates. 

On the other hand, industries which were gener- 
ally prosperous, were represented in some cases by 
companies which lowered their dividends. Among 
them were: aircrafts, with 2 reductions; mining, 
with 4; petroleum, with 3; steel, with 3, and rubber 
with 1 reduction. Only tobaccos and shipbuilding 
among the poorer earners had a uniform dividend 
record, with no increases and 3 reductions apiece. 


Unfavorable Showing of Automotive Group 


Over half the total dividends were paid by the 
four leading groups: oil and natural gas, automotive, 
chemical and public utilities. Of these, the first group 
showed an increase of 28.8% in dividends for the 
first nine months of the year, public utilities of 
12.1%, and chemicals were little changed with a 
gain of 1.5%. The automotive group did the poorest 
of the four, with a decline of 12.8%. A good part of 
this decline, however, was accounted for by the 
smaller General Motors payments. Of the 63 com- 
panies in the automotive group listed on the Ex- 
change, 20 reduced their payments, with 30 increases, 
most of the latter in the earlier part of the year. 
The large number of reductions would seem to indi- 
eate that maintenance of the formerly high level of 
dividends is no longer considered practical by a 
growing number of companies in this field. 

Other industries in which there were compara- 
tively large numbers of dividend reductions were: 
chemicals with 11 out of 75 listed dividend-payers ; 
food and beverages with 11 out 63; machinery and 

















Casu Divipenps on N. Y. S. E. 

Listep CoMMON Stocks iia nal 
Ist 9 Months 1951 vs. 1st 9 Months, 1950 Change 
ae Ce. ee 
Amusement .... . PESOS | = 9,4 
Automotive .... . aaa | ay 
Building Trade F + 4.0 
Ghemiesl .6s 6 s & + 15 
Electrical Equipment + 9.4 
Farm Machinery . +16.7 
ee a 
Food Prod. & Beverages eee te 
Leather & Its Products —aiOig 
Machinery & Metals. . + 6.9 
_ |) a eee +24.7 
Office Equipment . + 3.1 
Paper & Publishing . . +16.0 
Petroleum & Natural Gas +28.8 
Railroad & R. R. Equip. +17.5 
Real Estate. . . . . + 5.0 
Retail Trade ae fy 
eee +22.0 
Shipbuilding & Oper. . [= ] —=1 72 
Steel & Iron +21.0 
eee isl Ga: ene +26.3 
ae peek | 
RUREERRAOD ss s-%o: < oe +12.1 
U. S. Cos. Oper. Abroad +24,5 
Foreign Companies . . 423.4 
Other Companies 412.9 
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metals, 15 out of 99, and 8 in the paper and pub- 
lishing field out of 31. 

Dividends are not only a reflection of actual earn- 
ings but also of the management’s sober view as to 
future conditions governing earnings. Past high 
earnings in themselves do not prove sufficient reason 
for maintaining a high rate of dividends, if in the 
director’s estimation, such action would not be justi- 
fied in the light of current or prospective difficulties, 
Thus, Chrysler’s dividend cut would seem to indi- 
cate that the management does not feel, under pres- 
ent conditions of increasing operating expenses and 
taxes, that a return to the formerly high rate of earn- 
ings is to be expected in the near future. 

This, then, is the general dividend background but, 
though the picture is not as bright as formerly, one 
would not be justified in reaching unduly pessimistic 
conclusions. After all, total dividends are still im- 
pressive with cash dividends this year, for companies 
listed on the Big Board, estimated at around $5.1 to 
$5.2 billion against $5.4 billion last year. Even if the 
total should be somewhat lower, dividend payments 
will still be very substantial. 

The stockholder is naturally more interested in 
the dividend prospects of his own company than in 
any general set of figures relating to dividends as a 
whole. For that reason, the still favorable totals 
should not cause him to lose sight of the fact that 
conditions are commencing to change and that. as a 
result, his own dividends may be affected. He is, 
therefore, wise not to take for granted that continued 
high dividends are the order of the day. Conse- 
quently, he should scrutinize his company’s recent 
earnings statements carefully as a clue to whether 
dividends can be maintained at a high rate. 

Since the factors entering dividend payments are 
complex and numerous, and since the average stock- 
holder is not always in a position to determine for 
himself whether the dividend prospects of his com- 
pany are favorable or not, in order to be of greater 
aid, we have listed herewith a group of fifty stocks 
which, in our estimation, are in a position to continue 
dividends in 1952 on at least the same rate as in 1951. 
This group of stocks should be especially useful to 
stockholders who may have reason to doubt the per- 
manence of some of the high dividends they have 
been receiving, and who would like to make the 
necessary substitutions in their list of holdings. 


Fifty Reliable Dividend Payers 


The fifty stocks listed in the table have all been 
selected from the standpoint of reliability of dis- 
bursements. Without exception, they represent com- 
panies prominent in their respective fields, and with 
long and successful earnings and dividend records. 
The industrials and railroads selected show a wide 
margin of earnings over dividends, and while heavy 
taxes have necessarily reduced the margin, net earn- 
ings are still substantial so that continuation of cur- 
rent rates can be anticipated. Furthermore, all of 
these companies are in a strong financial position, 
giving added support to the expectation of continued 
dividends. 

The public utilities all represent strong and grow- 
ing companies, with dividends in an assured position. 
The test of earnings coverage for dividends, normal 
for industrials and railroads, does not apply to the 
same extent for the utilities inasmuch as the latter 
inherently possess a (Please turn to page 250) 
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Is Business 


Savings... 


—As Future Sales Stimulant? 


By E. A. KRAUSS 


R etait trade of late has been picking up, 
arousing new hopes among inventory-burdened busi- 
nessmen that the “lull” in consumer buying which 
set in early this year after a double orgy of scare 
buying, may be nearing its end. 

For six months, consumers have been dragging 
their spending feet—to the great discomfort of mer- 
chants and the delight, or at least satisfaction of 
inflation-minded economists who never ceased 
preaching the virtue of saving as the best inflation 
antidote, which indeed it is. Whether conscious of 
this virtue, or whether for more earthy reasons, 
people after their earlier buying splurges have 
shown an amazing preference for saving over spend- 
ing. It was this tendency which started the great 
guessing game revolving around the question of just 
when the money saved will begin to burn holes into 
people’s pockets, just when they will once more be 
on their way to the store to spend and bail out the 
inventory-ridden retailers. 

The fact is that retail trade, while quieter, has by 
no means been bad. Generally it merely didn’t have 
as much zip as storekeepers thought it should have. 
The big trouble was that they had accumulated heavy 
stocks in anticipation of shortages which never de- 
veloped. As stocks remained “sticky”, moving but 
slowly into consumers’ hands, retailers were tanta- 
lized by official reports of a steep upsurge in people’s 
savings. The hope now is that with the seasonal up- 
swing in business will come a general loosening of 
consumer purse strings, that the consumer will go 
back to a more normal ratio of saving and spending. 

To judge by official figures, the ratio has indeed 
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been abnormal. The 
Department of Com- 
merce reports that 
personal savings were 
at an annual rate of 
over $21 billion during 
the second and third 
quarter of this year, 
way up from the first 
quarter’s annual rate 
of $9.3 billion, and 
representing 914% of 
disposable income or 
more than double the 
first quarter ratio of 
4.3%. This saving fig- 
ure would also consti- 
tute the highest rate 
of personal saving 
achieved since the 
World War II years 
when heavy spending 
was impossible because 
of restrictions and 
goods shortages. And 
it is over four times 
g the annual rate of per- 

sonal saving estimated 
for the third quarter 
of 1950, which was 
$4.6 billion. 

Certainly it should 
not be difficult to trace 
this sharp increase in 
savings in the chan- 
nels through which 
they flow but that, it 
seems, is another matter—and not a simple one. If 
one looks for these savings, they are rather hard to 
find. Where are they? 

Our thrift institutions have reported no striking 
increase in receipts of funds, though savings and 
thrift deposits are higher. So is money in circulation, 
but not sensationally so. The flow of funds into life 
insurance companies is at a fairly even pace. There 
has been some increase in securities purchases, but 
nothing like a great bulge. It is true that consumer 
debt and mortgage debt is not expanding as much as 
a year ago, but the change in this factor is not of 
great proportions. 
















































































Savings Difficult to Trace 


The great rise in personal savings reported is not 
only difficult to trace but much of it has been of the 
non-liquid and “involuntary” variety. The increase 
of liquid savings has been of quite limited propor- 
tions. The over-all figure must be interpreted with a 
good many reservations. 

First of all, the personal savings figure is a resi- 
dual item, obtained by subtracting consumer spend- 
ing from disposable income, and errors in estimates 
of either can grossly distort the personal savings 
figure that remains. Thus disposable income in the 
third quarter is estimated at $225.7 billion, personal 
consumption expenditures at $204 billion, leaving a 
balance of $21.7 billion which is labeled “personal 
net saving.” Obviously this is a rough way of cal- 
culating, and subject to a wide margin of error. Even 
a small percentage error in the spending figure 
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could blow up “savings” out of all proportion. 

The residual item “savings” itself needs a great 
deal of explanation. For even were this figure accu- 
rate which it cannot be and probably hasn’t been in 
recent months, not all of this non-spent money is 
necessarily saved. 

Counted as savings are such things as debt repay- 
ments, and there is much of this going on in the 
instalment and mortgage field where the debt bur- 
den is heavy. It is besides the point whether such 
repayments should be labeled as saving; from the 
businessman’s standpoint, it is important to know 
that that portion of savings certainly is not avail- 
able for spending. What with the big housing boom 
we have had, and still have, home payments add 
significantly to the weight of gross savings, and so 
do instalment debt payments. 


Other Savings Not Available For Spending 


Billions annually go into insurance and pension re- 
serves, both private and governmental, and also for 
such things as life insurance, annuities, etc. From 
the individual’s standpoint, money thus spent doubt- 
less constitutes saving but again, it isn’t money 
normally available for spending. The businessman 
must count that out, too, when considering the 
spending potential inherent in existing savings. 

He must count out another item. Anything an 
individual proprietor or partnership spends for ex- 
pansion or improvement—as for instance a farmer 
or a small shopowner buying new machinery — is 
classed as personal savings. In a period of active 
business as at present, it can readily be seen that 
this can greatly distort the savings figure. 

It so happens, moreover, that the vast increase in 
savings is occurring at a time when consumers are 
adding to their holdings of durable goods, including 
homes, at a slower rate than a year ago; when they 
are not repaying debt on balance; when unincorpo- 
rated business and farmers are stepping up capital 
investments only at a moderate rate. Apart from the 
inherent distortions mentioned, this certainly casts 
doubt on the correctness of the savings figure, the 
artificially arrived at residual item which just can- 
not be traced. 


For practical purposes, from a spending stand- 
point, liquid savings are what really counts. Only 
that is the kind of money that could conceivably 
burn holes in peoples’ pockets. But not all liquid 
savings can be regarded as potential spending 
money. Certainly money paid into insurance and 
pension reserves, to savings and loan associations, 
into time deposit accounts, or invested in securities, 
is not the volatile type of money—paid in today, 
withdrawn tomorrow. Much of it is permanent or 
semi-permanent saving. 


Conceivably, of course, a man well heeled with 
liquid savings may be spending more freely of his 
current income and on that score, the big rise in 
savings would seem to point to an ultimate change in 
consumer buying habits, to a return to a more nor- 
mal ratio between spending and saving. It’s a good 
point, but also subject to reservations as far as the 
expected impact is concerned. And the main reser- 
vation lies in the question: Who is saving? 

Aggregate liquid savings of course are large but 
it has been estimated that one-tenth of families hold 
about 65% of total savings, that is—the top tenth. 
And it is further estimated that the entire lower 
half of the nation’s families own a mere 1% of 
savings. These are fairly startling figures, showing 
that not too much reliance should be placed on the 
liquid asset factor when appraising the spending 
outlook. 

It also explains why spending is off, and why sav- 
ing is so much in the people’s mind, an attitude 
further encouraged by the absence of shortages and 
a feeling—distinctly so—of great uncertainty about 
the future. It is widely realized that in an effort to 
provide personal security, considerably larger sav- 
ings are needed than before the inflation got under- 
way; and that savings are harder to come by under 
existing tax conditions. Both these factors render 
the trend towards greater emphasis on saving of 
more than temporary significance. 


Uneven Distribution of Savings 


Just how difficult a feat saving in itself has be- 
come for the average person is indicated by a private 
wriided which found that last year, the highest 20% 
of the spending units did over 90% of the 





saving. That was at a time when saving 
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averaged 5.2% of disposable income though 
there were considerable quarterly variations, 
with the ratio in the fourth quarter as high 


as 7.8% 
| Now that the figure has almost reached 
—_ 10%, it is possible that the lower income 


groups are contributing more than formerly. 
It is, in fact, quite likely, since their need of 
replenishing savings is greatest after the 
heavy post-Korean spending sprees. But also, 
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their ability to accumulate savings is small- 
est, hence the process itself will probably be 
slow. It is difficult to assume that money is 
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burning holes into their pockets. Most of 
them have trouble making ends meet. With 
the defense program increasing employment 

















and wages, the lower income brackets may 
be making more money, but living costs and 
taxes have also gone up. 

In view of the importance of liquid sav- 
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ings, it may be well to take a closer look at 
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recent changes in this category. According 
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to SEC estimates, individuals saved $3.2 billion in 
liquid form during the second quarter of this year, 
more than in any period since the third quarter of 
1946. Significantly, during the first quarter of this 
year and the second quarter of last year, there was 
practically no liquid saving by individuals. 

The higher rate in the second quarter was due to 
the fact that while disposable income expanded, 
personal consumption expenditures receded consid- 
erably—the already noted much-lamented preference 
of saving over spending. But in contrast with pre- 
ceding quarters, there was a substantial flow of 
funds into liquid rather than non-liquid saving, 
apparently reflecting the effects of credit controls 
and restrictions on housing and durable consumer 
goods. We might also add — reflecting consumer 
apathy because of previous overbuying, and in many 
cases because they were “‘broke’’. 


Second Quarter Changes In The Savings Pattern 


In line with this basic trend, second quarter 
changes show some interesting highlights. Holdings 
of currency and bank deposits increased by $600 
million against a decline of $2.3 billion in the first 
quarter when scare buying was widespread. Another 
$600 million were deposited with savings and loan 
associations, against only $300 million in the first 
quarter. Insurance and pension reserves increased 
by $2 billion, the same as in the previous quarter. 
Net purchases of securities of all types came to $1.5 
billion as against $700 million in the first quarterly 
period ; this was almost as much as during the whole 
year of 1950, with corporate securities alone account- 
ing for about $1 billion. 

On the other hand, mortgage debt of individuals 
increased by $1.7 billion; in contrast, there was a 
$200 million reduction in other consumer indebted- 
ness as a result of credit restrictions. But the biggest 
changes of all occurred in so-called non-liquid savings 
—an increase of $9.1 billion, as against $9.6 billion 
in the first quarter, these aggregates representing 
home and durable goods purchases which in our 
view hardly constitute savings in the proper sense. 

Here is what happened in the second quarter: 
There was a moderate increase in home construction, 
mainly of a seasonal nature, which pushed consumer 
outlays for this purpose to $2.8 billion from $2.7 
billion in the first quarter. Such money is considered 
saved, and it is perhaps in so far as it helps build 
up an equity in a home. But for all practical purposes, 
it is spent, and remains so a long time. 

Additionally, consumer purchases of durable 
goods, such as autos and household equipment, came 
to $6.3 billion as against $6.9 million in the first 
quarter. This, too, is considered money saved, where- 
as actually it’s being spent—particularly since with 
that type of goods, wearing out more rapidly than 
homes, the equity angle is not particularly convinc- 
ing. By the time you are through paying two years’ 
instalments on an automobile, the ‘‘equity” begins 
to decrease rapidly. 


At any rate, gross savings in the second quarter 
rose $12.3 billion, according to SEC estimates, 
including a $3.2 billion boost in liquid savings. From 
a business standpoint, it would be wise to consider 
the latter only—and even these with the reservations 
previously suggested. 

Doubtless people have been spending less and sav- 
ing more, thereby greatly contributing to the sub- 
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sidence of inflationary pressures. Contrary to gen- 
eral asumption, they have not been paying off debt 
on balance but they have been increasing genuine 
liquid savings in various directions. Thus there is no 
great mystery what they have been doing with their 
money. The real mystery is how big savings actually 
are, for available data are far from accurate. This is 
not so, of course, when it comes to bank deposits, 
investments in savings and loan asociations, security 
purchases, etc.; but it is more difficult to follow the 
assumption that such savings are a good indicator 
of savings as a whole. 

Apart from that, when it comes to spending, 
people today are once more price and quality con- 
scious; they are more inclined to relate purchases to 
actual needs; they are distrustful of alarmist warn- 
ings that shortages are ahead. And generally speak- 
ing, they are well “bought up.” Even if through 
greater saving, they will (Please turn to page 258) 
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Companies Which Report 


Higher Earnings in the 
Third Quarter 
By RICHARD COLSTON 


Af : hough third quarter corporate income reports 
in the majority of cases reveal anywhere from mod- 
erate to drastic declines from last year’s comparable 
period, the picture is by no means all bleak, for there 
have been notable exceptions. 

Quite a few companies, despite tax adjustments 
and other factors militating against earnings gains, 
have been able to increase their earnings—usually 
because of a substantial spurt in sales, special tax 
advantages, fairly well maintained profit margins 
and other compensating factors. Also there are some 
who have not yet made the tax adjustments required 
under the new revenue law, preferring to make them 
in the final quarter and thereby spread the tax 
impact over the entire year’s results. 

Generally, however, companies able to increase 
their profits against the combined impact of higher 
taxes, rising costs and other adverse factors deserve 
special consideration because it’s the kind of achieve- 
ment that is bound to make them stand out. If sus- 
tained, such a showing is likely to find favorable 
reflection marketwise, hence a study of such situa- 
tions is of interest. 

In the appended tabulation we have listed thirty 
companies whose third quarter earnings have bet- 
tered the previous year’s results, though in a good 
many cases they were below the second quarter, 





usually solely for tax reasons. There are 

also some, a relative minority, to be true, 

whose third quarter profits exceeded both, 

those of last year’s third quarter and this 
year’s second quarter, and they of course 
represent a select group. 

One of them is Bliss (E. W.) Co., a leader 
in the normally highly volatile heavy ma- 
chinery field but currently enjoying a strong 
upsurge in business due to mounting de- 
fense and defense industry demands. Third 
quarter sales of $11 million were only 
slightly above the second quarter figure of 
$10.3 million, yet per share net rose to 76c 
from 69c, and compares with 27c for last 
year’s third quarter when sales were only 
$5.8 million. 

Not only have sales been rising but, probably as a 
consequence thereof, there has been an improvement 
in the profit margin despite appreciably higher taxes 
which in the September quarter came to over $1 
million as against $685,000 in the June quarter and 
$325,000 in last year’s September quarter. For the 
first nine months of 1951, sales came to alomst $30 
million or just about double those of the same 1950 
period. Per share rose of $1.76 from $1.19 despite 
an increase in taxes from $347,000 to over $1 million. 





Large Increase in Order Backlog 


In an industry where plant overhead is normally 
heavy, a rising rate of operations is naturally bound 
to have a salutary effect on profit results since fixed 
overhead is spread over a larger amount of work. 
Just how much the outlook for this company has 
improved is shown by the fact that the order back- 
log is now estimated around $55 million against $27 
million at the start of the year, and only $6.7 million 
a year earlier. 

The steel expansion program and expansions in 
the brass industry have resulted in substantial orders 
for rolling mills and auxiliary equipment in which 
Bliss specializes. The company has also received 
orders for mechanical and hydraulic presses to be 
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used for production of shell cases, projectiles, air- 
craft and tank components. Increased plant facilities 
have enabled Bliss to raise its volume of shipments 
each quarter this year, and further progress in this 
direction is likely. 

The firm’s foreign operations, too, are expected to 
rise sharply because of active participation in Euro- 
peon re-armament. A minor fly in the ointment is 
the possibility of dividend restrictions on the Brit- 
ish subsidiaries which may hold down income from 
foreign operations but any such impact, if it mate- 
rializes, should not be too severe. The company at 
any rate has been successful in overcoming the tax 
handicap so far and the $1 dividend is more than 
amply covered by indicated 1951 earnings of around 
$2.50. At current price of around 15, the stock 
yields a generous 6.6% on the $1 payment. 

Climax Molybdenum, whose stock rose from a 
low of 28 to a high of 41 this year and currently 
sells around 37, reported fairly impressive earnings 
despite steeply higher taxes, reflecting a sharp rise 
in sales and a steadily improving profit margin. 
Third quarter net came to $1.02 a share compared 
with 70¢ in the second quarter and 64¢ in the third 
quarter of last year, on sales which amounted to 
$6.8, $6.3 and $4.6 million, respectively. 

For the first nine months, the company earned 
$2.58 a share against $1.19 a year before, on sales 
of $18.8 million. Taxes for the period rose from 
$1.02 million to $4.0 million, the latter including EPT 
and computed by application of contemplated rates 


for the full year 1951. Full year earnings should 
come to about $3.50 and dividends to not less than 
$2.50, affording a yield of 6.7% at current price. 

Climax, which produces some 45% of the country’s 
total molybdenum output, is benefitting considerably 
from the abnormally heavy demand for this metal 
at this time, and is required not only to maintain 
capacity operations for an indefinite period but to 
develop new ore bodies to step up output, a program 
that requires substantial capital additions. For the 
duration of the emergency at least, the company 
ought to do quite well though the previous earnings 
record has been rather unimpressive because of the 
hazard entailed in molybdenum by-product competi- 
tion by other metal mining companies. 

Because they enjoy favorable tax treatment by 
virtue of generous depletion allowances, oil com- 
panies have been able to report highly satisfactory 
profits despite the higher Federal income tax rates, 
a circumstance that has been mainly responsible for 
the excellent market performance of this group. A 
case in point is Sinclair Oil which in the third quar- 
ter netted $1.68 a share against $1.63 in the second 
quarter and $1.51 in the third quarter last year. Sales 
of course have been rising steadily, reflecting heavy 
and mounting demand for petroleum products, but 
costs and taxes are also up. 

For the first nine months, gross operating in- 
come was $585 million against $483 million last 
year; per share net totalled $4.93 versus $3.88, after 
Federal income taxes of (Please turn to page 258) 

































































AER 2 RE STEN A A RI PAIR CIE mM CEA 
Companies Reporting Higher Earnings in the Third Quarter(compared with third quarter of 1950) 
3rd Quarter ————— 9 months 2nd Quartee——————-  ———-——-3rd Quarter 1950 
—_—— Bs IN ere acetic me aa 
Net Net Net Net Net Net Net Net Net Net Net Net 
Sales Profit Per Sales Profit Per Sales Profit Per Sales Profit Per 
(Millions) Margin Share (Millions) Margin Share (Millions) Margin Share (Millions) Margin Share 
Allied Chemical & Dye $121.7 77% $1.06 $376.4 7.9% $3.37 $129.8 8.5% $1.25 $ 97.8 8.4% $ .93 
Allied Mills .... a5.1 2.4 76 76.4 3.9 3.76 28.2 5.0 1.80 19.3 2.4 59 
American Locomotive 63.0 2.8 80 144.0 2.9 1.82 58.0 4.3 1.21 29.6 S51 65 
American Woolen 87.7 3.7 3.12 186.6 5.7 10.22 65.5 9.6 6.25 42.4 2.6 87 
Blaw-Knox ............. 29.7 29 61 76.8 3.1 1.68 26.6 a4 69 16.7 47 56 
Bliss (E. W.) Co. 11.0 47 76 29.9 4.0 1.76 10.3 3.7 56 5.8 a4 .27 
TTC 1 ie ee 18.6 y Py 81 By 7.6 2.68 20.7 8.4 1.07 12.2 6.6 47 | 
Burroughs Adding Machine 24.2 8.7 42 78.2 8.0 1.26 27.6 7.2 .40 22.0 9.4 41 
Climax Molybdenun ............ 6.8 3.7 1.02 18.8 3.4 2.58 6.3 2.7 .70 4.6 3.5 64 
Eastern Air Lines .................. 22.9 6 .06 74.8 52 1.62 24.4 4.7 48 17.5 (d) (d) .30 
Billet Gow occ iscescks ce a gekedee $2 5.4 1.04 25.5 y er 3.90 8.2 7.8 1.39 6.8 6.0 85 
Felt & Tarrant Mfg. Co. ...... 28 V2.) 64 9.9 13.4 2.51 4.1 14.5 ¥.32 a2 «WA 46 
Food Machinery & Chemical 39.8 6.3 1.05 115.9 6.6 3.16 44.6 7.0 1.31 29.2 7.8 1.01 
Freeport Sulphur ............... 9.4 19.2 75 259 18.5 2.01 92 es 71 7.9 19.8 65 
Heyden Chemical .......... 7.1 9.2 55 22.9 9.3 1.81 8.0 9.0 61 6.5 8.1 43 
Howe Sound Co. ................ 8.3 16.9 2.83 23.7 14.2 6.82 7.7 14.7 2.10 6.1 11.2 1.37 
Johns-Manville te Gee Tie 2.12 178.3 10.8 6.10 62.6 10.0 1.99 55.2 10.3 1.81 
Mathieson Chemical ; 22.8 9.6 81 70.8 10.9 2.87 24.4 10.9 98 18.1 11.5 i 
Mid-Continent Petroleum 38.8 11.1 2.32 114.0 11.6 7.15 38.6 11.8 2.46 33.0 12.9 2.29 
Monarch Machine Tool ....... 3.9 5.0 45 10.1 5.3 1.29 3.3 59 47 1.8 8.4 36 
Newport Industries 5.1 8.4 63 49 8.8 2.28 5.7. 10.4 90 4.9 7.1 50 
Pepsi-Cola ‘ 3 15.6 9.4 26 38.5 7.6 51] WZ «10.1 .24 12.2 5.9 12 
Phillips Petroleum . We 16 1.28 440.2 11.3 3.74 145.6 11.0 1.24 139.1 9.9 1.14 
St. Regis Paper : . 45.4 72 66 146.0 8.7 2.37 52:3 8.3 81 38.2 7.3 50 
Sinclair Oil ............ >. WEG 04 1.68 585.4 9.9 4.84 187.6 10.4 1.63 172.5 10.6 1.51 
Tidewater Associated Oil... 93.0 10.2 1.50 292.8 91 4.19 97.5 8.5 1.30 90.3 9.6 1.36 
Trane Co. ...... 9.6 5.9 95 26.6 5.0 2.57 9.2 SP .88 75 6.3 79 
Underwood Corp. ................ 17.7 6.0 1.43 56.6 6.1 4.72 19.7 6.2 1.68 15.3 5.8 1.21 
Union Bag & Paper.............. 25.4 11.8 1.98 AID «60 6.21 26.7 13.6 2.41 20.9 13.6 1.88 
Union Oil of Calif. ............. 67.9 9.3 VWF 208.0 9.5 3.64 71.9 9.5 1.25 57.2 9.5 99 
(d)—Deficit. 
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PATRONS of the arts in the opera, symphony and 
ballet classes who applauded congress for striking 
down the 20 per cent federal admission tax have 
found that there is some rugged commercialism be- 
hind the footlights in the world of make-believe. The 





WASHINGTON SEES: 


The atmosphere of a huge moral revival per- 
vades Washington these days and it appears likely 
to remain longer than the sporadic ethical uplifts 
which come from time to time, for this one has an 
assured “run” at least until November 1952, when 
the national election will take place. 

Despite a large measure of political motivation 
behind it, the campaign to weed out the chiselers 
and the dishonest is long overdue, is certain to 
have salutary results. While the republican party 
will benefit most by the cleanup—politically, that 
is—it must be agreed that the Administration has 
adopted a commendable approach: instead of de- 
fending or belittling, Mr. Truman fired the assistant 
United States attorney general in charge of tax 
prosecutions, directed the Treasury to inquire into 
the character and fitness of every practitioner 
before the U.S. Tax Court and cancel the certifi- 
cates of those found morally wanting; he also 
issued a directive that District of Columbia police- 
men must file financial statements listing all their 
holdings and sources of income. And the Bureau 
of Internal Revenue is investigating itself—a state- 
ment which might sound slightly amusing were it 
not for the fact that a committee of congress is 
looking on and may post-audit the results. 

All of this is calculated to breathe purity into 
governmental recesses where that quality is lack- 
ing and the benefit may carry on for a few years. 
But there’s nothing of fundamental character in 
the studies: the culprits will be fired, no attempt 
made to insure against replacement by others 
equally “careless.” 














MORAL REVIVAL? 


By E. K. T. 


ticket without the federal tax will cost as much as it 
did when the Treasury exacted its toll; that goes as 
well for season tickets bought in advance with the 
tax figured in and paid. It didn’t set well with many 
of the patrons and protest to Washington followed. 
But OPS ruled there’s no price ceiling on entertain- 
ments, said nothing on season tickets with tax 
already paid. 


PROVING that it can be done if there’s the will to 
keep defense expenditures down without sacrificing 
security, the Pentagon fiscal experts are working over 
their papers to effect an 11 billion dollar decrease in 
the amount of money originally scheduled for expen- 
diture in 1953. As a practical proposition, there is 
little point in handing out orders that cannot be 
filled for many months to come, obligating funds 
which it might be found wise later to devote to other 
and more immediate purposes. So the plan is to “‘take 
a breather,” let production catch up with orders. This 
is not, strictly speaking, money saved; it only calls a 
halt to the practice of getting the money out, by 
shovelfuls if necessary. 


DEPARTURE of congress for a hard-won recess has 
given Washington opportunity to concentrate on the 
Churchill-Eden team and there are nods of approval 
around the State Department. Churchill’s broad 
strokes have yet to be filled in but the framework 
pleases the Capital; Eden has obviously been taking 
the temperature of the international stream before 
making his plunge, eventually to run headlong into 
the Soviet corps—unless Churchill turns up a major 
diplomatic miracle by getting Stalin to hit the saw- 
dust trail. State Department wags are saying Acheson 
was a British election winner: ‘“‘Eden eventually will 
draw the fire aimed at Dean.” 


GOVERNMENT reorganization as blueprinted in the 
Hoover Commission report will take a holiday. The 
private organization of individuals backing the re- 
forms, most of whom had a hand in drafting them, 
have decided to close shop during the national cam- 
paign period. It’s a wise decision. Already, the “Citi- 
zens Committee for the Hoover Report” was receiv- 
ing hopeful glances from candidates who hoped to 
receive backing in partisan contests. 
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congressional recess period plans for another increase 
in minimum wage rates under the Fair Labor Standards Act. 
Argument is being drafted to support a request for a boost 
from the present 75 cents an hour to $1 at least, $1.25 if 
the outlook appears promising. If granted, it would 
have the effect of puncturing the wage ceilings for many 
thousands of the lower pay group. Labor union economists 
say the boost is necessary to meet costs of living, 

point out that the number of individuals affected is low 
compared to the total working force, omit mention that 
many industries, smaller ones usually, are payrolled 
almost wholly by this group. 




















Price Administrator Michael V. Di Salle likes 
to recount that he started OPS witha single office, no 
assistants, a desk andno chair. But he doesn't bring 
the story up to date. A glance at the payroll supplies 
that omission, however. Today he has 2,000 enforcement 
officials alone; a payroll of 11,000. And it cost 18 million dollars to operate the 
agency in the last six months. He's going to spend a cool million dollars for movies 
and phonograph records and he already has as many publicity men as President Truman 
(to his regret) once numbered among the marines. Di Salle has been promising a fast 





























novelties, some luxury goods. 








President Iruman, basking in the Florida sunshine, isn't spending all of his 
hours in recreation. He's planning, among other things, a new tax measure backed by a 
message to congress in which he won't back away from the principle that substantially more 
money is needed to build for defense, wage war in Korea. Some of his advisers are trying 
to dissuade him. Election year! But they're getting a deaf ear. It's certain debate 
on a new and higher tax tap would take the heat off other sensitive subjects including "tax, 
collectors thereof." 
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nomination was hardly less expected than the announcement by Senator Robert A. Taft that 
he's available in another try. Political circles here received with ill-concealed 
amusement the announcement that Harold Stassen may be "drafted." Stassen has, if any- 
thing, been more active than Taft in meeting political leaders, addressing groups, 
hammering at the administration. When Warren announced four years ago, California 
politicos didn't try hard to hide the fact that he really was reaching for the vice 
presidential nomination. It could be that he has similar aspirations this year. He 


announced he won't campaign outside California prior to the convention. 





























General Eisenhower remains the subject of prime interest in political discussion 
inthe Capital. That goes for both republican and democrat pow-wows. Following his 
meeting with President Truman and the much-debated question whether the President offered 
the General his backing for the democratic nomination, the atmosphere cleared to the 
Satisfaction of many of the more skilled assayers of political situations and outlooks. 
They could be 100 per cent wrong, but there is rather general agreement (not always 
openly expressed) on the top level of both parties that: 1. The President told Eisenhower 
he would step aside in the General's favor at the democratic convention if he would give 
the word. 2. The General told the President if he runs at all it will be as a republican. 






































That Eisenhower is as of today a candidate even though an unannounced one is 
accepted as fact by his most articulate spokesmen. They marked time until he had finished 
his official business here, then let loose pent-up enthusiasm with the establishment 
of national headquarters for "Ike" in Washington, and appointment of Senator Henry Cabot 
Lodge as national chairman of the drive. Taft forces pooh=-pooh it all. They even hint 
that Lodge hopes to rally a strong force, take it over in his own behalf when the General 
declines to run. The Massachusetts senator was a dark horse possibility in 1948. 
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be watched more closely. The glove order was cancelled and air corpsmen will appear in 
the conventional whites, or bare-handed, in their dress or escort functions. But there 
probably will be additional cancellations. Senator Lyndon Johnson, chairman of the 
preparedness finance subcommittee, has started an item-by-item study. 








Premier Mossadegh's visit to the United States was a flop, largely because 
he made it one. Even his departure -=- an incident which he might have turned into at least 
a sympathetic, if not enthusiastic gathering in Iran's behalf -= turned out to bea 
boresome disappointment. At the National Press Club a gathering of newsmen second only 
to those which attended luncheons for Anthony Eden and General Eisenhower, turned out to 
hear what proposals he had made, what he would accept, what the prospect would be. He 
talked for 40 minutes in Persian, then an interpreter read the same Speech in English. 
It didn't have the answers, any of them. It was a repeat of the same old attack on Great 
Britain and the western press! 






































A review by the Defense Production Administration discloses that 63 per cent 
of the applications submitted for commercial, recreational, and other type building 
during the fourth calendar quarter have been denied. This category of building includes 
everything except industrial facilities, schools, hospitals and housing. And the 
situation will be even tougher during the first quarter of next year. DPA says that 
"starts" will be restricted to military or defense supporting construction. This will 
be interpreted to include commercial facilities in defense housing areas, where the 
need for them is clearly established. 




















Under the new approach to rapid amortization of defense plants, dispersal 
will become a fact. It won't go as far as President Truman originally envisioned it. 
He wanted new factories to be built in inland states only, preferably those which cur- 
rently are under-developed industrially. The Defense Plant Administration granted 
more than 10 billion dollars in speedy amortization certificates of necessity but couldn't 
control locations because applications were filed after the work was started, sometimes 
completed. Beginning in January, the application must come in before the site is prepared. 
DPA will act favorably only if facilities are not too closely clustered. Outlying 
sections of the same area will be acceptable. 





























Political dopesters haven't been able to find any convincing trends in the 
November election results. Democrats were pleased at gaining control in Philadelphia, 
but found themselves dropping mayoralties in many other cities, notably in Indiana. 
Local situations usually were controlling with Philadelphia as a classic example of a 
democratic victory based on a "drive the rascals out" slogan, and Rudolph Halley's win 
in New York City in a campaign which underscored the fact that crime doesn't pay but 
television does. 






































The price and wage control agencies have had it pretty well clarified to them 
that theirs is the problem of what to do about increased wages in the steel production 
industry because, all sides agree, boosts are inevitable. When CIO President Philip 
Murray told his national convention that wage ceilings would be disregarded in formu- 
lation of the impending new collective bargaining agreement, he was speaking with the 
knowledge that he won't get any real opposition from "big steel" in any event, and that 
"little steel" will have to go along. 












































That being so, there is nothing for the "Stabilizers" to do but stabilize pay 
at the higher level, do likewise with the price of the product. Wages in the steel 
industry have gone up six times in the past five years. Prices have been upped seven 
times in the same period. Percentages have been approximately matching. While that 
may seem to reflect instability, both management and labor contend comparable, or more 
erratic, situations can be found in many other basic industries. 
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By V. L. HOROTH 


W ithin the past six months, Great Britain 
has found herself quite unexpectedly facing so many 
problems that one cannot help but think of those 
old sayings “It never rains but it pours” and “Mis- 
fortunes never come singly.” 

The Iranian oil dispute does not seem any nearer 
to solution than it did last spring. The Suez Canal 
issue has made the situation in the Middle East 
more explosive. Costly guerilla warfare in Malaya 
is ruining parts of that rich colony. At home the 
spiraling prices, wages, and costs call for decisive 
action before it is too late. The dollar gap problem 
has reappeared—as serious as ever, and there are 
prospects of another bleak winter with an extra 
dose of austerity. 

One problem that is not very often mentioned 
but which, in the words of the Economist, “is no 
less menacing than the dollar problem,” is the matter 
of the balance of payment gap with the “overseas 
sterling area’. From time to time since the end of 
the last war, the individual member countries of the 
sterling area have been restive or have attempted 
to get their way. This time Britain’s hopes to impose 
further restrictions on dollar expenditures may lead 
to a showdown. 

With another crisis in Great Britain looming, not 
only is the date of sterling convertibility into dollars 
being postponed indefinitely, but the prospects for 
getting capital goods for development programs are 
slimmer than ever. Hence some of the sterling area 
countries have been taking matters into their own 
hands and have made moves which, if pursued 
further, are bound to weaken the mechanism of the 
sterling area and may eventually even bring about 
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STERLING 


Hold Together? 


its complete break down. 

The incontrovertibility of the 
pound sterling within the ster- 
ling area would be little short 
of a national disaster for Great 
Britain, for the following rea- 
sons: (1) The collapse of the 
huge multilateral exchange of 
goods within the sterling area 
would lower still further Brit- 
ain’s standard of living. (2) 
London’s function as interna- 
tional financial center and com- 
modity market would receive a 
serious blow. 

By “the overseas sterling 
area” are usually meant the 
member countries of the sterling 
area other than Great Britain. 
These countries include all the 
British Commonwealth countries 
except Canada, and the sover- 
eign countries of Burma, Ire- 
land, Iraq, and Iceland. At vari- 
ous times, other countries have 
belonged to the sterling area 
“club”: Portugal, for example, 
and her colonial Empire; most 
of the overseas French Empire 
during the war, and Egypt which 
left it largely to assert her inde- 
pendence. Israel, on the other 
hand was asked to quit for mis- 
using “club” privileges. South 
Africa tends to be a fullfledged 
member when she needs the British market for her 
goods, and a “partial” member when the prospects 
for earning extra dollars from sales of products 
other than gold are good. Just now she is only 
a partial member. 

The outstanding feature of the sterling area is 
the relative freedom given its members to transfer 
sterling among themselves. The effect of this is 
to make the area — which, it must be remembered, 
is purely a financial and not a political term—a 
large, multilateral trading region internally. The 
population of the countries belonging to the sterling 
area exceeds 650 million (one-fourth of the world’s 
population) and their combined exports and imports 
amounted to about $31 billion in 1951. 


Advantage of Free Convertibility 


The combined exports and imports of the dollar 
area (the United States, Canada, Central America, 
the Caribbean countries, Eucador, Bolivia, and the 
Philippines) were about $28 billion in 1950. Free 
convertibility of sterling and multilateral trading 
have made it possible for the sterling area members 
to exchange among themselves far more goods than 
they would have exchanged had they had to resort 
to barter or bilateral trading. 

The sterling area, or sterling bloc as it used to be 
called, has evolved gradually, following the aban- 
donment of the gold standard by Great Britain in 
1931. Before the war, the extent of co-operation 
varied from country to country, and to some extent 
it does even now, the membership being purely 
voluntary. 

The United States has from time to time objected 
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TABLE No. I 
How the Sterling Balances of the Overseas 
Sterling Area Were Created 
(In Millions of £) 














Periods 
4 Years 1% Years 
Dec., ‘46 Dec., ‘49 
Transactions Increasing Sterling Balances: to Dec.,‘49 to June, ‘51 
British payments for imports from O.S.A......... £2,292 £1,617 
Dollars surrendered to the “pool’”’......000000000... 0. 302 
Purchases of newly mined gold from O.S.A..... 289 141 
Drawings on South African loan.............. 80 eras 
Drawings on E.R.P. or |.M.F...... apes 33 ; 
New British Investments in O.S.A. Aas 697 232 
Pas IT ANNU 5.5 22 v es dans ssh sess ie es 55 335 
Total contig dead Ronervatiey, Aepareel e £3,446 £2,627 
Transactions Reducing Sterling Balances: 
British exports to O.S.A. ..00...0...0000. wsos1 RIO £1,571 
Investment income, shipping, ete. .................. 329 310 
O.S.A. area’s drawings on the pool...... se, ie 496 : 
Australian and N. Z. gifts & other trans......... 153 
LN ete OO tee EN ORME ONE | £1,881 
Increase (-+-) or decrease (—)..................... —102 +746 





Source: British White Paper on the Balance of Payments. 
PEERS RSE ROR IS A STL TILT | 


to the existence of the sterling area system, but not 
on account of its being a regional grouping of coun- 
tries following similar financial and economic poli- 
cies. We have objected that the inconvertibility of 
sterling in combination with the Empire tariff pref- 
erence (adopted in 1932 following the Ottawa Con- 
ference) has lead to restrictive and discriminatory 
trading, with British exporters regarding the over- 
seas sterling area as a sort of private domain for 
their goods. 


Normally Great Britain provides a natural mar- 
ket for an important part of the raw material and 
foodstuff surpluses of the overseas members of the 
sterling area. But the smooth working of the sterling 
area also depends upon the ability of Great Britain 
to maintain triangular payment relationships be- 
tween herself, the overseas sterling area, and the 
dollar area. 


How Dollar Deficit With U. S. Is Financed 


The overseas sterling area earns a sizeable dollar 
surplus—over $400 million during the first half of 
this year—for its sale of cocoa, jute, wool, rubber, 
non-ferrous metals, and other products to the United 
States. Instead of spending these dollars in the 
dollar area, the overseas sterling area countries 
spend them in Great Britain, “by depositing them 
in the central pool against sterling credits that are 
then spent for British goods”. Great Britain in turn 
uses the dollars so earned to finance its own dollar 
deficit with the United States. 


During the 1946-49 period, as will be seen from 
' the table covering its transactions with Great 
Britain, the overseas sterling area used more dollars 
in payment for the goods from the dollar area than 
she contributed through exports. This was the period 
of so-called “unrequited exports” when Great Britain 
shipped more goods to the overseas sterling area 
than she received. During this period, as will be 
seen from the second table, the overseas sterling 
area’s balances or credits in London were reduced. 
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It seemed, following the sterling devaluation in 
September 1949, that the triangular payment rela- 
tions between the overseas sterling area, Great 
Britain, and the United States might start working 
normally again, but... This “but was (1) the sharp 
rise in commodity prices following the outbreak of 
the Korean War, which has resulted ‘in heavy dollar 
earnings and hence heavy dollar contributions to 
the control. pool by the overseas sterling area coun- 
tries. (2) The rearmament program has affected 
most the logical sources of capital goods, and the 
machinery and metal trades. The result of all this 
has been that Great Britain has not only failed to 
pay off with British goods the dollar earnings of 
the overseas sterling area countries, but is also 
failing to provide the goods they need most, capital 
goods. 


Sterling Area’s Credit Up in London 


The failure of Great Britain to keep up the ship- 
ment of goods to the overseas sterling area has been 
reflected in the renewed piling up of the area’s credits 
in London. As will be seen from the second table, 
the overall sterling balances rose from £3,417 mil- 
lion (equivalent to about $9.6 billion) at the end of 
1949, by some £751 million to the unprecedented 
amount of £4,148 million (equivalent to $11.7 bil- 
lion) as of June 30, 1951. However, practically the 
entire increase accrued to Britain’s sterling area 
partners whose credits reached £3,098 million last 
June (equivalent to $9.7 billion) and have increased 
further since. 

As will be remembered, the existence of sterling 
balances has been one of the thorniest post-war prob- 
lems to stand in the way of free convertibility of 
the pound sterling. The creditors have maintained 
that these balances represent the postponed demand 
for British goods, and that in view of great need 
for capital goods on the part of such countries as 
India, Pakistan, and Egypt, these balances should 
be made available in goods as fast as possible. The 
British in turn argue that a sizeable part of these 
balances represent defense expenditures which 
should be borne by all Commonwealth countries. 

The problem was partly solved by Agreements 
between Great Britain and individual creditors with 
special regard to the latter’s needs. Parts of the bal- 
ances are temporarily “blocked” or frozen, meaning 
that they are temporarily inconvertible into sterling 
or dollars. From time to time, some of these blocked 
funds are released for the purchase of sterling or 
dollar goods. Or they have been repaid, as in the 
case of Latin American balances, through the sale 
of British investments. An important segment of 
these balances is being kept in London voluntarily. 
These funds, usually invested in British Govern- 
ment obligations, represent the backing of individual 
colonial or Dominion currencies. 

On the basis of data obtained from the National 
City Bank of New York, Indian sterling balances 
were last June still the largest, although they had 
been drawn down considerably since the end of the 
second world war. Nearly £500 million of balances 
are regarded by India as backing against her cur- 
rency. The balance, some £310 million, was recently 
unblocked to be used by India for the purchase of 
British goods over a period of six years, over and 
above her current earnings of sterling. 

There is danger, however, that India may con- 
vert the unblocked amount into goods over a much 
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shorter period, as happened in the past, in which 
ease the problem of “too much sterling chasing too 
few goods” will be made worse. A similar arrange- 
ment was made with Pakistan which not only will 
be able to use some £26 million of unblocked funds 
for the purchase of goods, but which in addition was 
credited with £4 million in gold. In general, the 
problem of sterling balances for India and Pakistan 
is now settled. 

The next largest creditor is Australia. It held 
last June some £560 million in London balances, or 
nearly five times as much as at the end of the last 
war. The third in rank was Ireland, which is a 
special case because British Government securities 
are used as investment on the part of Irish banks. 
The fourth largest holders were Nigeria and the 
Gold Coast, which built their London credits as a 
result of shipments of cocoa, tin, gold, hides, and 
vegetable oils, the prices of which have gone up 
since the outbreak of the Korean war. South African 
balances have been deliberately reduced in recent 
months in order to allow South African industry 
to import goods becoming scarce and expensive. 


Flight of Private British Capital 


Not all the increase in the overseas sterling area’s 
London balances has resulted, however, from a sur- 
plus of exports to Great Britain over imports from 
Great Britain or from sales of newly mined gold to 
the central pool. As will be seen from the first table, 
the flow of investment capital and in some cases 
the flight of British private capital into Dominions 
to avoid heavy taxes have also been responsible for 
the growth of sterling balances. Note, for example, 
that the post-war British investments in the over- 
seas sterling area exceeded £900 million, and that 
the “other transfers”, which include fleeing British 
capital, aggregated nearly one-third of one billion 
pounds between September 1949 and June 1951. 

Australia, which has been: the biggest source of 
new credits since the war, is also the one that has 
done most of the complaining in recent months, and 
not without reason, for the country has found her- 
self in a state of unhealthy boom which may have 
disastrous consequences for her economy. It is this 
situation, reflected in serious internal inflation, that 
has recently moved Sir Douglas Copland, noted 
Australian economist and vice-Chancellor of the 
National University, to propose that Australia abro- 
gate the present gold and dollar pooling arrange- 
ments, “since the sterling area is no longer properly 
functioning in the way of providing sufficient goods 
for its members.” Sir Douglas proposed that, in- 
stead, Australia should (1) seek closer economic 
ties with the United States and Canada and increase 
her sales in the dollar area, where she can get better 
prices. (2) Seek a dollar loan with which she could 
buy badly needed capital goods from these two 
countries, and (3) free herself from the apron- 
strings of London with the object of making the 
Australian pound freely convertible into dollars as 
soon as possible. 

Australian inflation stems from a number of 
sources, some of them beyond her control. During 
the fiscal year ending last June she accumulated an 
export surplus of over £400 million, largely as a 
result of shipments of raw materials, particularly 
of wool which put the unprecedented amount of 
£640 million—more than twice as much as the year 
before—into the pockets of sheep growers. 
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Apart from this, the country has been expanding: 
there has been heavy immigration, huge new areas 
are being opened up to farming or livestock raising, 
and new industries are being established. It has 
been estimated that something like 30 per cent of 
Australian national income has been going into the 
expansion of her economy and for defense, appro- 
priations for which have been greatly increased. 

But the result of this expansion and of prosperity 
never experienced before has also been a tremendous 
growth of service industries, the manufacture of 
household utensils, fancy textiles, food processing, 
luxury and holiday trades. This expansion in the 
wrong direction has brought about serious over- 
employment. Non-essential as well as essential in- 
dustries and trades have been bidding for labor 
which, with more money in its pockets than ever 
before, not only wants to work fewer hours, but is 
less efficient than before the war. The result of 
these developments has been spiraling wages and 
costs. There has been lack of primary goods such 
as steel and coal. An export ban has been placed 
recently on some of these products. 

Exportable surpluses of other products, meat, for 
example, have dwindled and other export products 
are pricing themselves out of the world markets. 
At the same time the value of imports during the 
third quarter rose some 60% above the same period 
last year. The situation is approaching the point 
where the Australian pound, once a candidate for 
up-valuation, may become a candidate for devalua- 
tion. It is this situation that Sir Douglas Copland 
wishes to avoid by getting a dollar loan and by 
bringing in large quantities of capital goods which 
would help to raise the productivity of Australian 
—_ and expand the overall production of primary 
goods. 


Inflation on the Increase 


Australia may be an extreme case, but many other 
sterling area countries suffer from the effects of 
“imported” inflation. Heavy exports at high prices 
have expanded internal purchasing power. Prices 
costs have been spiraling, (Please turn to page 255) 











TABLE No. Il 
Britain’s Sterling Liabilities 
(In Millions of £) 














Change 

June Dec. June Since 
Overseas Sterling Area: 1945 1949 1951 = Dec., ‘49 
SMR ror tcer kl, cacincn acs, ace WEG 720 793 + 73 
INE hoc csat os cutiok 117 375 560 +185 
CL SOE ERE TIRES Rear) / 225 400 +175 
West Africa ................. 91 150 325 +175 
PINON 265 F250 c su dtveraceedctcegsvves 84 110 200 + 90 
East Africa . Boas 81 110 170 + 60 
New Zealand ....................... 63 60 120 + 60 
All others ..... det : 724 602 530 — 72 
LC eee 2,454 2,352 3,098 +746 

Other Areas: 

Dollar Are .........::.:.. va 36 31 73 + 42 
etary Ametiest.....<0.2.06:<.<0.03.-: 164 80 55 — 25 
Western Europe ................. 421 439 422 — 17 
Alf others «.;.....:..5:.....- : 613 515 520 + 5 
Total ..... 1,234 1,065 1,070 + 5 
CARCI HUAN oc gee hess cadena east 3,688 3,417 4,168 +751 











A Study of... 
PROFIT 
MARGINS 





By H. F. TRAVIS 


' ae reports for the third quarter of the 
year have clearly indicated a further narrowing of 
profit margins already apparent earlier in the year. 
The rate of decline is not even, some industries being 
more affected than others, and within the industries, 
individual companies have differed widely in results 
obtained. 

Basically, the contraction of profit margins has 
been due to two general causes, higher operating 
expenses and higher taxes, both combining to give 
a very different picture from last year. According 
to the report of the Securities & Exchange Commis- 
sion, the margin of profit before taxes for all manu- 
facturing corporations declined from 14.9% in the 
final quarter of 1950 to 12.9% in the second quarter 
of 1951. The net profit margin, after taxes, declined 
in the same period from 7.0% to 5.8%. Actually, 
if comparison is made with the third quarter of 
1950, when profits were at their highest, the decline 
in the net margin of profit has been even greater, 
from 7.6% to 5.8%. Obviously, a decline of such 
proportions has had a marked effect on earnings. 

Third quarter compilations from Government 
sources are not yet available. However, an inde- 
pendent survey of a limited number of companies 
shows, for the first nine months of 1951, a decline 
of from 9.4% to 7.2% in post-tax margin of profit. 
The pre-tax margin trend was more favorable, with 
a rise from 16.7% to 19.0%; but these figures in- 
cluded the excellent first quarter returns so that a 
true picture of third quarter conditions is not given. 
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At any rate, from the various 
ratios given above, it is clearly 
evident that the downward trend 
in net profit margins, and conge. 
quently in earnings, has not yet 
been stopped. If we use the aver. 
age figure of a 5.8% net margin 
as a yardstick for the second 
quarter, a reasonable calculation, 
since this figure applies to the 
average for all manufactur. 
ing corporations, we can arrive 
at a fair approximation of profit 
margins in the third quarter by 
examining some typical situa. 
tions among representative com- 
panies. 

In the appended table, for ex- 
ample, we find the following 
third quarter net profit margins: 
Bethlehem Steel 4.1%, Chrysler 
2.4%, General Electric, 3%, Na- 
tional Lead, 3.7%, Radio Corp. 
of America 2.2%, U. S. Rubber 
2.9%, U.S. Steel 3.2% and West- 
inghouse 3.6%. Among _ those 
whose percentage of net profit 
was more satisfactory, were the 
following: Allied Chemical 7.7%, 
Du Pont 10.5%, Mathieson 
Chemical 9.6%, Parke, Davis 
8.6%, St. Joseph Lead 9.7%, and 
the oils, of course, with 10.4% 
for Sinclair and 15.7% for Skelly 
Oil. This cross-section of typi- 
cal large companies would seem 
to indicate that, on the average, 
the net margin of profit for the 
third quarter was less than the 
national general average of 5.8% for the second 
quarter, perhaps considerably less. 

Contributing strongly to the rise in operating 
expenses have been such factors as higher labor 
costs, over-accumulation of finished and semi-finished 
inventories, curtailed supply of certain scarce raw 
materials, and dislocations in operating schedules 
arising from alterations in the Government’s defense 
schedules. To these factors must be added the erratic 
fluctuations in the prices of many commodities which 
has forced many companies to make downward ac- 
counting adjustments in the value of stocks on hand. 


Squeeze in Profit Margin 


That operating expenses should have risen as a 
result of the simultaneous pressure of these adverse 
conditions is not surprising. At the same time, sales 
in a great many cases have declined from both the 
first and second quarters of 1951, with the result that 
the average margin of net profit per sales dollar 
was squeezed. 

For example, in the accompanying table of 34 
companies, 21 showed a decline in sales from the 
second to the third quarter, four revealed no signifi- 
cant change and only 9 were able to show gains. 
Of these companies, 19 suffered a decrease in pre- 
tax margins, 2 were unchanged and 13 showed gains. 
After taxes, however, the result was almost uniform, 
with 29 out of 34 showing declines in the net margin 
of profit, and only 5 showing gains. 
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Inventory profits are no longer part of the indus- 
trial picture and, as such, one of the basic factors 
of high profits has been removed. Last year, for 
example, inventory profits were an important part 
of the over-all profits situation. In the third quarter 
of last year, inventory profits, calculated on an 
annual basis, were $8.3 billion out of total profits 
of $45.7 billion. This is an extremely large percentage 
and accounts for the abnormally high rate of profits 
in that period. 

This year, the picture has completely changed in 
this respect. In the first quarter, inventory profits 
were at the annual rate of $8.9 billion, falling to 
$2.3 billion in the second quarter, and what is very 
important, changed to a loss of $3.3 billion in the 
third quarter, as estimated by the President’s Coun- 
cil of Economic Advisors. When we look squarely 
at this figure, we can see one of the chief reasons 
for the recent decline in the profit margin. 


Another factor has been the increase in wages. 
According to the U. S. Dept. of Commerce, wage 
and salary receipts rose from an annual rate of 
$149.7 billion in the third quarter of last year to 
$167.8 billion during the middle of the third quar- 
ter of this year. While most of the increase has 
been due to higher payrolls arising from increased 
physical volume of manufactures, part has also 
come from increase in the actual rate of pay. With 
another round of wage increases a possibility in 
the next few months, this may well mean a further 
shrinkage of profit margins unless prices are allowed 
to increase proportionately. 
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These, then, are the highlights of the profit mar- 
gin situation. Taxes, of course; should be brought 
into the picture but inasmuch as this situation has 
been covered extensively in our last issue, we will 
merely state that a perusal of most company reports 
will readily show how important a factor this is in 
reducing the margin of net profit. 

So far as the fourth quarter is concerned, it should 
be borne in mind that this is normally the period 
of extensive adjustments, covering a wide range of 
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_— moms od 
Quarterly Trend of Profit Margins Among Selected Manufacturing Companies 
3rd Quarter — 2nd Quarter — —_———_——Ist Quarter ae 
Net Net Net Net Net Net Net Net 
Sales Pre-Tax Profit Per Sales Pre-Tax Profit Per Sales Pre-Tax Profit Per 

(Millions) Margin Margin Share (Millions) Margin Margin Share (Millions) Margin Margin Share 

Allied Chemical & Dye.......... $121.7 20.1% 77% $1.06 $129.8 22.2% 85% $1.25 $124.8 23.4% 88%  $ 1.25 
American Brake Shoe....... 326 TIS 3.0 aa 39.8 13.4 aa 1.72 37.7. 11.7 4.5 1.37 
American Locomotive .......... 63.0 9.8 2.8 -80 58.0 10.0 4.3 1.21 22.9 al .07 (d) .19 
Bethlehem Steel ...... 446.7 14.9 4.1 1.76 449.7 14.5 5.2 2.30 426.4 16.5 6.0 2.45 
MMO aisha cseepaae . S947 5.7 2.4 1.65 764.0 5.6 3.0 2.58 626.2 3.9 2.1 1.53 
Clark Equipment ............. : 32:2 9.1 1.7 81 31.6 13.2 5.0 2.38 28.7. 13.0 4.9 2.11 
Cleveland Graphite Bronze 10.7. (11.4 35 48 13.9 18.0 y 1.44 13.0 18.2 6.8 1.32 
Colgate-Palmolive-Peet ......... 52.1 (d)1 5? 082 48.1 (d)1 (d)? (d) .492 72.7 149 6.0 2.04 
Diamond T Motor Car............ 12.0 2.3 oF 21 10.8 V7 9.6 25 11.8 5.6 3.0 86 
CIT eS eet eeee 9.4 21.6 7.2 1.78 99 23.8 7.7 2.01 8.9 23.2 8.0 1.88 
OCT] Sale oe ee nen een 384.2 38.5 10.5 84 393.3 38.0 14.9 1.24 382.8 38.0 15.5 1.26 
General Electric ................... 509.3 14.6 3.0 54 615.0 17.1 57 1.22 560.6 19.1 6.2 1.21 
General Motors ..................... 1,721.3 18.8 5.3 1.02 1,921.3 20.0 72 1.55 1,959.8 20.6 72 1.58 
Jones & Laughlin Steel......... 136.4 16.2 6.0 1.25 142.4 16.2 6.2 1.37 140.3 15.2 5.8 1.52 
Lees (James) & Sons.............. 10.2 13.0 5.2 .63 14.6 8.0 4.0 69 24.5 3.3 LP? g 48 
BARBIE fe. 2352 8 osteo ed los cus 29.5 17.5 5.3 96 29.5 14.8 7.8 1.41 27.4 12.1 6.6 1.10 
Mathieson Chemical ............. 22.8 24.0 9.6 81 24.6 25.2 10.8 98 a5 FP 12.3 1.08 
Motorola ................04.. 26.7 7.0 5.8 1.79 26.7 8.3 4.4 1.35 46.6 14.5 5.5 2.92 
Motor Wheel 17.3 7.9 39 81 19.9 8.1 3.9 92 18.9 9.4 4.4 98 
DAUUIKG TAC. ccssdesscesccevaseseeacie 12.1 14.0 6.8 66 14.6 18.0 6.1 Yi 18.9 18.5 6.9 1.06 
National Lead .................. 90.9 15.4 3.7 .28 99.9 17.8 7.8 aa 104.9 14.1 49 45 
National Steel .............0........ 150.9 21.3 7.0 1.44 165.7. 23.4 7.4 1.67 155.6 23.7 7.4 1.57 
Parke, Davis & Go...............: 34.2 32.3 8.6 .60 31.6 287 12.6 81 36.9 39.7 16.1 1.22 
Radio Corp. of America....... 118.9 4.6 ye 13 116.7 3.8 32 .22 185.5 14.9 6.4 .80 
ROVONIOS, INC......5..050.0ce.sessen0.. 20.6 38.2 8.2 1.39 21.2 398 15.7 3.04 20.5 38.5 15.1 2.82 
st. Joseph Lead .........:...0:.05:. 25.8 22 G7 1.02 28.7 28.4 13.6 1.58 29.6 25.3 12.8 1.55 
Scott Paper 12.8 5.0 81 31.6 14.8 5.7 Be 30.1 13.8 5.3 85 
Sinclair Oil ‘ 14.6 10.4 1.68 187.6 14.2 10.5 1.63 202.1 15.0 9.1 1.52 
SURG 202, 5.05 sacceserd sakescesees 5 20.4 15.7 2.92 48.3 20.2 14.7 2.73 47.3 23.2 15.3 2.78 
United Airlines ...................... 36.9 19.4 10.2 1.74 30.4 11.3 5.2 71 28.1 10.9 4.8 61 
A. Ss RUDBOR GOs. ..:.0500,s003p20se 204.9 10.0 ye 2.67 2157 12.6 3.4 3.43 211.9 15.5 4.2 4.41 
ee MOE ooo nook nce ssis cena <coskee 867.1 16.5 x YY. 83 906.1 17.4 6.4 1.99 819.4 15.7 59 1.62 
Vanadium Corp. of America.. 8.3 14.2 5.2 1.06 93 13.5 5.8 1.33 8.5 16.4 6.4 1.35 
Westinghouse Electric .......... 310.4 13.9 3.6 69 300.1 11.0 49 93 290.4 14.9 5.7 1.05 

(d)—Deficit. 1_After flood damage. 2—After tax credit. 
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items such as depreciation, inventory adjustments 
and any special charges that may be necessary. 
Further, there is still a large number of companies 
which have failed to make necessary retroactive tax 
adjustments, and which will affect fourth quarter 
statements. However, since this period is normally 
the most active of the year, adverse factors such 
as mentioned should be balanced by increased sales 
and production. Nevertheless it is doubtful that the 
margin of profit will improve, except for companies 
which had already made their tax adjustments in 
the third quarter. 


Decline in Chrysler’s Profit 


In order to present a more detailed description 
of the actual conditions governing operating profits, 
we give herewith a brief analysis of several of the 
more important companies listed in our table. These 
may be found helpful as they have been chosen as 
examples of how the impact of newer, adverse fac- 
tors is shaping the trend of profit margins. It is 
also suggested that readers examine the table care- 
fully as a basis of comparison with any similar 
companies in which they are interested, for it is 
valuable for investors to obtain an intimate view of 
their companies’ operations such as afforded by a 
study of their trend in profit margins. 

The Chrysler Corporation third quarter report 
shows that despite a decline of $170 million in sales 
from the second quarter, the pre-tax margin was 
actually somewhat improved, from 5.6% to 5.7%. 
After taxes, however, the net margin of profit de- 
clined from 3.0% to 2.4%. In this period, 95% of 
sales was consumed by costs and expenses of opera- 
tion, approximately the same ratio as in the second 
quarter, so that, as indicated in the table, the pre- 
tax profit was almost identical. The larger pre-tax 
net for the second quarter, of course, is accounted 
for by the higher volume of business done. 

Comparisons with the first quarter seem, on the 
face of it, to be contradictory; for in the third quar- 
ter, sales were about $32 million lower, yet net 
earnings were almost $9 million higher. The anomaly 
is explained by the proportionately greater drop in 
costs and expenses, a drop of about $40 million. Costs 
in the first quarter amounted to almost 97% of sales 
against 95% in the third quarter. The difference 
accounts for the improvement in the two respective 
quarters of pre-tax margin from 3.9% to 5.7% and 
of the net margin from 2.1% to 2.4%. 

In less statistical language, what happened was 
that Chrysler had to meet unusually difficult operat- 
ing conditions arising from the change-over to new 
models in the earlier part of the year, and from the 
continued operation of the government’s price control 
program, which at that time made no allowance for 
the increased expenses in re-tooling and materials. 
Furthermore, the 5-cent an hour wage increase on 
March 1 also brought costs up for the final month 
of that quarter. The net result was an unusually 
severe impact on the over-all profit situation for 
the first quarter. 


Higher Pre-war Profit Margin 


It does not follow, of course, that these difficulties 
have ceased for Chrysler, or in fact, for any of the 
major car manufacturers. While the company has 
about $1 billion military orders, the building and 
equipping of plants, procuring and tooling of ma- 


chines and re-training of personnel takes much time, 
and the process is expensive. All this cuts into the 
margin of profit. 

Actually, Chrysler was very much better off in 
this respect in pre-Korea days. In 1948, for example, 
Chrysler’s pre-tax margin was 9.2% and the net 
profit margin was 5.7%, both figures far above 
those seen this year. 

Looking to the future, it does not seem that any 
substantial improvement in profit margins can be 
had as long as prices do not keep pace with costs, 
In September, for example, the OPS allowed a 6.3% 
price increase, which only covered part of the higher 
costs. Since November 1, 1951, new manufacturers’ 
excise taxes have been added, requiring further price 
adjustments. 

Comparing Chrysler with the average manufac- 
turers’ experience as expressed in the overall net 
margin of 5.8% in the second quarter, it is obvious 
that the company has fallen far behind, with its net 
margin of 2.4%. It has also had a poorer experience 
than General Motors whose pre-tax margin was 
18.8% in the third quarter and its net margin 5.3%. 

From the record, it would seem that the stee] 
companies are in a fairly strong operating condition, 
with the exception of the chronic shortage of scrap. 
Aside from this, they are well situated with no raw 
material or re-conversion problems. This is reflected 
in a rather high pre-tax margin which has shown 
no great variation in any way of the first three 
quarters of the year. 


How Steel Company Profits Are Affected 


Four of the principal companies are listed in the 
accompanying table. Bethlehem Steel, Jones & Laugh- 
lin, National Steel and U. S. Steel. In order, their 
pre-tax margins for the third quarter are as follows: 
14.9%, 16.2%, 21.3% and 16.5%. 

Unfortunately, this fine record has been adversely 
affected by the heavy weight of taxes which have 
brought these percentages far down. Thus, Bethle- 
hem Steel’s net profit margin was 41.%, Jones & 
Laughlin, 6.0%, National Steel, 7.0% and U. S. 
Steel, 3.2%. It will be obvious immediately that the 
lowest percent of net margin was had by the two 
leaders, Bethlehem and U. S. Steel. In fact by com- 
parison, National Steel’s performance is still quite 
satisfactory, as is that of Jones & Laughlin, to a 
somewhat lesser degree. 

It is interesting to compare current margins of 
profit with those realized before the Korean war. 
Selecting 1949 as a typically good post-World War II 
year, we find that Bethlehem Steel had a net margin 
of 7.8%, compared with 4.1% in the third quarter; 
Jones & Laughlin’s margin was only 5.43% against 
6.0% so that it is the only one of the four to have 
shown an increase; National Steel had a margin of 
ay against 7.0% and U.S. Steel, 7.23% against 
Beco 

Sales for the three quarters of 1951 were fairly 
uniform, with the single exception of U. S. Steel 
which showed a considerable increase over the first 
quarter. However, the latter’s net margin was 
brought down, principally due to the inclusion in 
the third quarter of $17.5 million in back taxes, 
thus distorting the actual profit situation. If this 
figure had not been added, U. S. Steel’s net margin 
would have been 4.9% instead of 3.2%. By the same 
token, its net margin should increase in the final 
quarter, as it will no (Please turn to page 254) 
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Investment Audit of 


OKLAHOMA 
NATURAL GAS 
COMPANY 


By EDWIN A. BARNES 


U naer current market conditions, there has 
been growing investor emphasis on so-called defen- 
sive stocks, that is stocks of companies, the nature 
of whose business promises above average resistance 
to market decline. Public utility shares are promi- 
nent in this category, and the same can be said of 
distributors of natural gas, in itself a utility function 
but usually also endowed with certain growth poten- 
tials stemming from producing activities and steadily 
expanding markets. The company under discussion, 
though relatively small as utilities go, falls into this 
category. 

Oklahoma Natural Gas Company is an important 
distributor of natural gas, serving a population of 
nearly 1,000,000 in eastern Oklahoma. The company 
and its predecessors have been engaged in the pro- 
duction, purchase, transmission and distribution of 
natural gas since October, 1906. All of its operations 
are confined to the State of Oklahoma. Over 100 
communities are served at retail, and 42 at whole- 
sale. The company’s sales are well distributed 
throughout the entire territory, with the majority 
in the Oklahoma City and Tulsa areas. Principal 
industries in the area are oil, agriculture, and live- 
stock raising. 

The business of the company is widely diversified. 
Gas is sold for residential and commercial cooking, 
water-heating, space heating, refrigeration and other 
uses. Industrial sales are made to oil refineries, brick, 
glass and tile plants, cotton ginning plants, ice, water 
pumping and electric power plants, railroad shops, 
flour mills, zinc smelters and many other industries. 

As of August 31, 1951 (the end of the latest fiscal 
year) the company served 290,000 customers, which 
included 14,000 new homes and industrial units added 
during the year, plus 6,000 other new customers ob- 
tained through acquisition of properties serving 
Guthrie and four other communities. Another small 
company was acquired after the close of the fiscal 
year, adding another 1,900 customers in an area 
in and near Oklahoma City. 

Oklahoma City has a population of nearly a quarter 
of a million, and Tulsa about 184,000, while other 
important cities served are Stillwater, Enid, Musko- 
gee, Shawnee and Norman. Municipal franchises ex- 
pire at various dates from 1956 to 1974, Oklahoma 
City expiring in 1960 and Tulsa in 1961. In a few 
cities, the largest of which is Okmulgee, the company 
has no franchise. 

Since July 1936 the company has contracted with 
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Stone & Webster Service Corporation for consultant 


and advisory services, thus 
management. 

The appended table shows the company’s rapid 
growth. Revenues have more than tripled since 1939. 
After adjustment for two substantial stock divi- 


dends in 1946 and 1949 (3314 % in each year), share 


strengthening the 


earnings have also tripled since 1938, increasing from 


92¢ to $3.38 in 1949, from which level there has been 
a decline to $2.93 in fiscal 1951. Dividends have in- 
creased from the equivalent of 29¢ a share in 1939 
to the present $2 level. 


Capitalization After Financing 


The price of the stock had a nine-fold increase 
from 4, the adjusted low of 1938, to this year’s high 
of 3514. The stock is currently selling on the N. Y. 
Curb Exchange around 3314 to yield about 6%. 
Based on fiscal 1951 earnings of $2.93, the stock is 
selling at about 11.4 times earnings. These ratios 
compare with an average yield of about 5% for 18 
other integrated natural gas companies, and an 
average price-earnings ratio of about 13.4. 

Capitalization of Oklahoma Natural Gas (includ- 
ing recent financing) is as follows: 











Millions Percentage 
Mortgage Bonds. .___________- $ 35 38 % 
Debentures ___-_~ sheep alan cotati 13 14 
Taal Debt __...__._.._§ @ 52% 
Preferred Stock —............. 20 
Commien Gttek —......._.-... 26 28 
I Be esihenas camnbien $ 92 100% 
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Long Term Operating and Earnings Record 


























Operating Interest 
Total Expenses on Net Net Div. 
Operating & Gas Income Operating Funded Net Profia Per Per Price Range 
Revenues _— Purchased Taxes Income Debt Income Margin Share Share 1942-51 
(Millions) 
NE, nce sendoved ace ieerecnsnsooas .. $24.8 $12.0 $ 2.6 $ 5.0 - S37 15.1% $ 2.93 $ 2.00 352-2851 
is son dece cep tichesusccaccanasete 20.6 10.5 1.4 4.6 oe 3.7 18.1 2.88 2.00 371-262 
tees. 2 TRON Sone Roe arp sed ea 25 1.6 4.8 8 4.1 20.4 3.38 1.50 375@-27% 
Heed tis, Peer B OME Ss ; aA 8.6 2.0 4.8 6 4.2 22.0 3.42 1.50 2958-2212 
| ES Tec: Re OMe 5 AOR Ss 7.8 2.0 KF 6 oO 3.1 18.3 2.48 1.50 2734-22 
1946 Sree teasCcch siciesoaeekcss «o0551 7.0 1.8 3.2 a 2.6 7.2 2.01 1A2 30 -27 
1945 Oh Soe err ae eee 159 6.7 2.6 3.3 6 2.6 16.3 1.96 LIZ 25%-1612 
| RAN RS: ORE cc Aenea eee 14.9 a5 2.0 3.3 oe y re 16.7 1.87 88 16%-1114 
OURS 6S ccacsyteenesas Ge Sees rosssecn aot 12.7 4.3 2.0 2.9 8 2.) 17.0 1.82 78 10%- 9% 
T1:2 3.7 2.6 3.5 8 2.6 23.7 2.01 78 10%- 6% 
$17.2 $ 7.5 $ 2.0 $ 3.9 S$ 7 $ 3.1 18.4% $ 2.48 $°2:31 





10 Year Average 1942-51. 





1_To November 14, 1951. 


3758- 634 


*—Fiscal year ended August 31. 








On September 7, 1951 the company sold $5 million 
First Mortgage 35s due 1976 and $5 million De- 
benture 4s due 1971 to seven insurance companies, 
the proceeds being used to retire bank loans. It is 
estimated that by the end of this year, short-term 
bank loans will approximate $8.5 million, and equity 
financing may be necessary early next year to retire 
these loans. 


Source of Gas Supplies 


The company obtains its supply of gas from about 
90 fields covering a wide area, producing about 7% 
of its needs and buying some 93%. Some of these 
fields are around Tulsa and Oklahoma City, while 
others are scattered over the state of Oklahoma. 
Ralph Davis, well-known oil and gas expert, recently 
estimated available gas reserves at over 700 billion 
_ eubic feet compared with 526 billion a year ago. 
These reserves are controlled. by ownership or by 
gas purchase contracts. 

The increase was effected despite the use of 97 
billion cf gas during the year, and was obtained by 
additions of reserves in newly-connected fields, an 
increase in the volume of residue gas, and by re- 
visions of estimates in old fields. The ratio of con- 
nected reserves to annual withdrawals has increased 
from 5.5 times in 1946 to 7.2 times in 1951. 

Other reserves not controlled by the company, but 
available to it in the competitive market, approximate 
1,712 billion cf. About two-thirds of this amount is 
in fields now served by company lines or adjacent 
thereto, and one-third in fields which would be avail- 
able only with substantial additional transmission 
facilities. In addition to the three classes of reserves, 
new fields will doubtless continue to be discovered. 

The company agrees with Mr. Davis’ statement 
that while it has improved its gas supply in recent 
years, it will be necessary to continue an aggressive 
policy to contract and connect new reserves as they 
become available, in order to meet competition for 
gas supplies for growing markets. 

The company has been active in the construction 
of three underground storage reservoirs to improve 
the supply of gas in winter peak periods. Present 
annual deliverabilities total 18 billion cf from these 
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reservoirs and ultimately 61 billion cf will be made 
available, it is anticipated. 

Turning to the operations for the latest fiscal year: 
revenues were nearly $25 million, an increase of 
$4,155,000 or some 20%. Of this amount, $1,315,000 
resulted from an interest in some gasoline plants 
acquired September 1, 1950. The remaining gain re- 
flected substantial new business, together with bene- 
fits of cold weather during the heating season. How- 
ever, the company was unable to carry more than 
a small amount (about $6,000) of added gross to 
the balance for common stock, and with an increase 
in the amount of stock, par share earnings were 
slightly lower. 


_ The principal contributing factors were the heavy 
increase in depreciation and depletion, which almost 
doubled, the increase of $966,000 being due largely 
to a change in accrual methods. Maintenance and 
retirement accruals approximated 19% of revenues 
(after deducting the cost of purchased gas) which 
would seem to be a liberal ratio. The average cost 
of gas showed only a negligible increase—from 
5.626¢ per mcf to 5.664¢. However, payroll and other 
operating costs increased rather substantially. 
Federal and state income taxes increased in the 
fiscal year by $1,166,000, reflecting in part the change 
in the Federal income tax rate. However, if the 52% 
tax rate had been effective for the entire fiscal year, 
share earnings would have been reduced to $2.79. 


Application for Higher Rates 


The company’s average rates to consumers (22¢ 
per mcf in 1950) are said to be among the lowest in 
the country. Because of higher costs, the company 
decided some months ago to ask for a $6,906,000 in- 
crease in rates, which after income taxes would net 
a little over $3 million or about $2.65 a share. Pro- 
gress of the rate case has not been reported following 
the initial hearing held September 19th, but the 
company hopes to receive favorable treatment from 
the Corporation Commission of Oklahoma. There 
had been no major change in rates since the present 
schedules were put into effect some twenty years ago. 

If even a portion of the requested rate increases 
are received, obviously the earnings position of the 
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company will be appreciably bolstered, even with 
possible dilution from equity financing next year. 
An increase in the dividend would seem reasonable 
expectation if rates are raised. However, the rate 
case still remains to be decided. 


Properties in Good Operating Condition 


Oklahoma Natural Gas has a good record of main- 
taining its properties and the efficiency of its ser- 
vices on a high plane. Thus, in the fiscal year ended 
August 31, 1950, expenditures for new construction 
amounted to $5,760,000. This was divided as follows: 
$1,995,300 for connecting new customers to its facil- 
ities ; $2,159,000 for service improvement, and $720,- 
100 for additions to gas storage and for extension 
to new gas reserves. 

It has been stated that the expansion and improve- 
ment program for the current year will have re- 
quired the expenditure of slightly less than $20 mil- 
lion. Since the year 1944, fixed assets have increased 
from $55.5 million to $76.1 million at the end of 
the fiscal year, 1950. 

Illustrating the potential improvement in the 
make-up of the company’s capitalization is the varia- 
tion in the percentage of bonds, preferred stock, and 
common. Bonds accounted for 53.9% of capitalization 
a decade ago, compared with 52% at present, after 
recent financing. Preferred stock during this period 
was almost unchanged, with 20.93% in 1941 against 
20% to-day. Common stock was 25.10% and is now 
28%. Should current bank loans be liquidated next 
year through the sale of common stock, as antici- 
pated, the percentage of common to total capitaliza- 
tion would rise probably substantially, thus bringing 
about a better balance in the company’s financial 
structure. 

The location of the company’s properties and ac- 
tivities is of importance since, operating entirely 
within the confines of a single state, Oklahoma, the 
company is subject only to the regulation of that 
state, which is an advantage in comparison with other 
companies in this industry which must often contend 
with the regulations of a number of states in which 
they may be operating, or general interstate regu- 
lation. Another feature is that the company’s prop- 
erties are in the midst of important oil land gas pro- 
ducing areas which places it in a favored position 
as regards shortened pipe-lines, costs of other facil- 
ities, on-the-spot drilling and other oil and gas “know- 
how” immediately available. With these features in 
view, it seems fair to assume that while the company 
has grown considerably, it will grow at an even more 
rapid pace on a long-term basis. In any event, the 
physical background of the company is very satis- 
factory. 

Oklahoma Natural Gas over the years has proved 
a sound income producer. It is conservatively capi- 
talized and the service territory is growing steadily. 
There is every reason to expect continued ample 
earnings coverage for the $2 dividend. The resultant 
6% yield, plus the nature of the company’s business 
combining growth with defensive characteristics, 
make the stock reasonably priced and attractive for 
steady income. 

The stock, on the other hand, is not a fast mover 
and so far this year has held in a rather narrow 
range. Success in the pending rate case could of 
course impart considerable market strength but the 
proceedings may be protracted, or the outcome may 
be only partially favorable. Otherwise appreciation 


DECEMBER 1, 1951 








Comparative Operating Statistics 
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Gas purchased and produced (m.c.f.): 1950 1945 
Purchased .... eedagtane sD idtivivcsiaeccvecceg = ea 75.9 
RON od icc Ste chagites evn oi eds aac eee . 68 ‘10.0 

WONG 55h tect A meh iy . Bee 85.9 

Gas Deliveries (m.c.f.): .......... : ; 95.0 85.9 

Sales to Consumers (m.c.f.): 
oe en Pee RN ast lpm EM 18.1 
Commercial . Fetters 11.9 10.7 
Industrial Ss oe eee, . 48.3 34.8 
Drilling, etc. . ee eee ae 2.4 9 
Other utilities shvshadeatatveatsaee 3.1 15.8 

Total . ee 88.9 80.3 

Number of consumers: 

Residential 240,974 181,111 
Commercial 27,711 19,113 
All other : : 1,752 997 

Total - .... 270,437 201,221 

Miles of pipe line: 

Transmission 2,508 2,612 
Distribution 3,145 2,469 
Total 5,653 5,081 

Daily sendout (m.c.f.): 

Maximum 502,407 376,444 
Minimum . 138,356 125,284 























potentials must be regarded long range based on 
earnings growth from expanding operations, with 
main emphasis currently on stable dividend income. 


Yields on Natural Gas Stocks Compared 


By way of comparison with other well-known nat- 
ural gas stocks, the yield on Oklahoma Natural Gas 
is considerably above the average. Compared with 
this stock’s 6% yield, Southern Natural Gas yields 
5%, El Paso Natural Gas, 4.7%, American Natural 
Gas, 4.8% and Northern Natural Gas 4.8%. 
































Comparative Balance Sheet Items 
August 31 
1942 1951 Change 
(000 omitted) 

ASSETS 

Cash ra $ 1,448 $ 2,170 +$ 722 
Notes & Accounts Receivable 869 1,311 > 442 
Materials and Supplies .... 574 3,419 + 2,845 
TOTAL CURRENT ASSETS 2,891 6,900 + 4,009 
Utility Plant . ae 52,412 93,926 + 41,514 
Investments & Deposits ...... 160 091 — 069 
Other Assets ........0......... 6,088 383 — 5,705 
TOTAL ASSETS .... $ 61,551 $101,300 +$ 39,749 
LIABILITIES . 

Notes Payable ......... eaek $ 10,510 +$ 10,510 
Accounts Payable . 216 1,841 + 1,625 
Accruals 858 908 oe 050 
Accrued Taxes ........00..... 956 3,566 —_ 2,610 
TOTAL CURRENT LIABILITIES 2,030 16,825 + 14,795 
ee ee 8,726 11,531 + 2,805 
Other Liabilities .......... om 1,225 562 —— 663 
Long Term Debt .................... 25,430 37,727 + 12,297 
Preferred Stock ...............00... 10,352 9,000 a 1,352 
in 8,250 17,023 -= 8,773 
SNUUNELEON tes cory a vie ccevests eceanivexs 5,538 8,632 — 3,094 
TOTAL LIABILITIES .......... $ 61,551 $101,300 +$ 39,749 
WORKING CAPITAL ...... Ao 861 (d)$ 9,925 —$ 10,786 
CURRENT RATIO ....... ence Ae Oy eee | oe ae 
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The SULPHUR Industry 


—Studies in Specialties—Part IIT 


By GEORGE W. MATHIS 


~e has literally become one of the world’s 
precious minerals and as such occupies an enviable 
position. A number of circumstances have combined 
to bring this situation about in recent years but the 
most pressing has been and continues to be the short- 
age of the mineral in the light of the ever-mounting 
defense program. Illustrating the concern with which 
this critical condition is viewed by the non-commun- 
ist world is the eight-month conference just ended 
between twenty-eight nations which has disclosed 
the all-important fact that sulphur supplies are 
about 17% short of requirements. 

There have been several striking consequences 
arising from the critical imbalance between sulphur 
supply and demand. One is the absolute control 
exercised by the Defense Production Administration 
which is now supervising distribution on the most 
minute basis. This control naturally reaches into 
exports, which are ordained by Washington both as 
to volume and destination. 

In an important sense, the tightness in supply of 
sulphur has been caused by the sharp bulge in 
demand by the industrial machine of our allies. With 
the United States producing approximately 90% 
of the world supply, only comparatively minor quan- 
tities being mined in other parts of the free world, 
foreign needs can only be satisfied by broaching the 
American market, at a time when all production fa- 






cilities in this country are 
being strained to meet the 
domestic demand. 

At present, about 1 mil- 
lion tons a year out of our 
total output of less than 
6 million are permitted to 
leave these shores for for- 
eign distribution, through 
the Sulphur Export Corp., 
jointly owned by Texas 
Gulf Sulphur and Free- 
port Sulphur. This. still 
leaves a 1 million ton defi- 
cit which can only be made 
up mainly through Ameri- 
can sources, barring an 
immediate step-up in for- 
eign output from other 
sources than pure brim- 
stone produetion. 


The second important 
consequence has been the 
great stimulation of ex- 
ploration activities. Quite 
recently the Freepert Sul- 
phur Co. announced the 
most important sulphur 
discovery in the world in 
twenty years. While this 
is the most striking of the 
new discoveries, there 
have been others of im- 
portance. Thus, Texas 
Gulf Sulphur has brought 
into production a new 
property at Moss Bluff, 
Texas. It also completed in 
1950 a unit at Worland, 
Wyoming, for the recov- 
ery of sulphur from “sour” 
gas, a natural gas contain- 
ing hydrogen sulphide, 
which constitutes a growingly important field in sul- 
phur recovery. This industrial development is in 
conjunction with the Pure Oil Co. Also, its sulphur 
tests at Spindletop Dome, Texas, together with the 
construction of an operating plant, are relied upon 
to increase the company’s output. In addition, explor- 
ation activities are being undertaken in Mexico 
with the co-operation of that country’s government. 

These activities are mentioned to indicate the 
efforts of the industry to open up new sources of 
supply, an absolute necessity if present and pros- 
pective needs are to be met. Actually, 46 projects 
are under way, including 24 in the United States, 
to increase sulphur production in its various forms. 
It is estimated that, including the Freeport Sulphur 
discovery, approximately 3 million tons of mineral 
will be added to annual production by the United 
States and its friends by the end of 1953. This would 
afford a satisfactory margin of supply and would 
end the threat to the allied defense program. 


Basic Up-Trend in Sulphur 


In the meantime, the heavy demand for sulphur 
is bound to produce excellent profits for the next 
two years and probably longer, unless there is an 
important change in our plans for defense produc- 
tion. Even in such a case, it is doubtful that any 
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marked reversal in the profits outlook for this indus- 
try would occur since the basic demand for sulphur 
and its very important derivative, sulphuric acid, 
is in a strong secular uptrend not only owing to the 
enormous demands of the fertilizer industry, the 
principal consumer, but of even greater significance, 
due to the rapidly expanding needs of such industries 
as rayon, film, paper, pigments, paints, chemicals 
and plastics. It is also basic in oil refining and 
metallurgical processes. With this background, any 
real falling-off in the demand for sulphur seems a 
remote possibility. 


Price Stability a Feature 


The industry possesses several other advantages. 
One is that prices, which are now controlled, have 
been exceptionally stable for many years, with an 
extremely narrow range over the past 22 years of 
between $16 and $19 a long ton. Th price is now 
pegged at $22 a ton, but this is far below world 
prices, with as high as double this amount and more 
being paid by some foreign consumers. Fears of a 
slipping sulphur market, therefore, would seem 
groundless in view of the comparatively low price 
at which the mineral is selling at home. 


In fact, if the abnormal spread between supply 
and demand should continue beyond the two-year 
period now visualized through new expansion at the 
Gulf Coast, it is even possible that the price would 
have to be advanced in order to encourage large- 
scale production of sulphur from other competitive 
sources, such as pyrites, smelter gases, etc. Under 
such circumstances, it would be an advantage for 
the United States to encourage production from 
pyrites abroad, especially in Spain, where large 
deposits exist. This would lessen the burden on 
America’s producers. 

Aside from the advantage American sulphur pro- 
ducers possess with regard to their domination of 
world markets facilitated by their huge deposits in 
Texas and Louisiana, and which, in normal times 
enables them to exert great influence on potential 
competition by selling at low prices, they also possess 
an important asset to investors in that they are in 
a comparatively tax-sheltered position. As part of 
the mining industry, the sulphur industry enjoys 
favorable tax treatment on account of its normally 
high depletion charges. Texas Gulf Sulphur, for 
example, accrued taxes for the first nine months 
of this year at about 37%, (without regard to the 
retroactive increase), a rate far lower than most 
industrials which have been accruing at rates up 
to 70%. 

The four principal producers of sulphur, in order 
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of their importance are: Texas Gulf, Freeport Sul- 
phur, Jefferson Lake Sulphur and Duval Sulphur & 
Potash Co. Of the total production by these com- 
panies, Texas Gulf accounted for about 60%, Free- 
port Sulphur for about 30%, Jefferson Lake about 
6%, Duval for some 4%. In the following, we give a 
brief description of the current position and pros- 
pects of each of these companies: 


The Two Leaders 


Texas Gulf Sulphur Company, the dominant con- 
cern in the American sulphur industry, operating 
as do the other sulphur producers on the Gulf Coast, 
possesses some of the largest and richest sulphur 
deposits in the world. Its Boling Dome mine, for 
example, is capable of producing 1 million tons of 
sulphur a year and now, under the pressure of acute 
demand, is producing at a rate 50% above that 
figure. Its other properties are smaller, but total 
production easily places this company in the first 
rank of all the sulphur producers of the world. With 
work well advanced on its expansion program for 
the Moss Bluff plant, the new “sour” gas plant in 
Wyoming and the Spindletop Dome works, total 
production is now well above the 3.2 million tons 
mined in 1950. 

Not until Texas Gulf Sulphur was able to reach 
close to a 3-million ton annual production was it 
able to show more than moderate profits. With aver- 
age production of about 2-million tons during the 
war years, its average earnings per year amounted 
to $2.37 a share. In the (Please turn to page 256) 
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Statistical Data on Leading Sulphur Producing Companies 

















Ist 9 months 1951 1950 
Net Net Price 
Sales Net Net Sales Net Net Recent Div. Div. Earnings 1950-51 
(Millions) Margin Per Share — (Millions) Margin Per Share Price 1951* Yield Ratioy Price Range 
Duval Sulphur & Potash Co... $ 3.6 29.3% $ 1.21 $ 4.1 24.5% $ 1.72 30% $ 1.00 3.3% 17.8 3414-13 
Freeport Sulphur Co. ............ 25.9 18.5 2.01 33.2 20.3 2.82 39% 1.83 4.6 13.9 49-1858 
Jefferson Lake Sulphur Co... eee 2.68 5.3 23.5 3.35 43% 1.65 3.8 13.0 49V- 62 
Texas Gulf Sulphur .............. 54.0 36.2 5.86 68.8 37.5 7.75 105 5.00 47 13.5 119 -63% 





*—Indicated or estimated. 


{—Based on 1950 earnings. 


_———— 
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cent in slightly more than 
a year. This build-up re- 
sulted from a prolonged 
wave of scare buying on 
the part of consumers 
and distributors follow- 
ing outbreak of hostili- 
ties in Korea and initia- 
tion of legislative action 
in Washington pointing 








LIQUOR 


INDUSTRY? 





By STANLEY DEVLIN 


oF ame the old woman who lived in a shoe, 
according to nursery rhyme, the distilling industry’s 
many troubles are little ones. Rising taxes post a 
serious problem, but there is encouragement in the 
thought that this trend may have reached ceiling. 
Threat of price-cutting has been revived as a conse- 
quence of a Supreme Court decision undermining 
legislation permitting uniform price-fixing at retail. 
Thus far, however, no unusual competitive conditions 
have developed among liquor retailers to indicate 
serious trouble on this score. Sales trends have been 
mixed and, as a general rule, have failed to come 
up to optimistic expectations, but consumption of 
distilled spirits has not been significantly reduced. 
For the most part, major liquor companies have 
fared well in the last fiscal year or in interim periods 
recently reported, and the outlook is reasonably 
reassuring. From all indications now available, it 
is doubted that the industry will be called upon to 
supply any considerable volume of alcohol for the 
defense program. Thus the need for accumulating 
larger inventories to tide distillers over a period of 
suspended production appears to have been allevi- 
ated. Output may be reduced moderately, inasmuch 
as stocks of distilled spirits have advanced to ex- 
tremely high levels and are beginning to assume 
proportions that might seem alarming under nor- 
mal circumstances. 
Stocks of potable distilled spirits had climbed to 
more than 750 million gallons on basis of recent 
compilations, for an increase of more than 50 per 
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Squeeze in the... 


toward higher taxes and 
retail prices. The boost in 
excise levies from $9 to 
$10 a 100-proof gallon 
that became effective No- 
vember 1, had the effect 
of increasing retail prices 
an average of about 10 
per cent, or approxi- 
mately 30 to 35 cents a 
fifth in retail outlets. 

What the effect of this 
adjustment will be on 
consumption is anyone’s 
guess. Trade authorities 
profess to be worried, but 
most of them admit off 
the record that they are 
hopeful the increase will 
be taken in stride by a 
public that has become 
accustomed to price ad- 
vances in all commodi- 
ties. It is too early to 
j know whether any con- 

sumer resistance is likely 

to be encountered, since 

holiday buying already 

had been observed in 
October prior to the tax rise. A lull for a few weeks 
would be a logical result. 

Instead of a decline in consumption or a slower 
retail demand, trade observers think the chances are 
there may be a moderate down-grading in brand 
preferences. Such a development would enable the 
consumer to economize at the retail store without 
reducing his normal buying habits. The possibility 
of such a readjustment in buying habits is suggested 
by the fact that for several years since the war, 
whiskey buyers have been upgrading their tastes in 
brands. The strong trend toward blends during the 
war has slackened, but most consumers have ex- 
pressed a preference for better and higher priced 
blends or for straight whiskeys. Thus it would be 
quite natural for a reversal of the upgrading to take 
place if consumers felt that price increases were 
unjustified. 


i tai ili sis 


Industry in Stable Position 


Some observers feel, however, that the public will 
readily pay 30, 40 or even 50 cents more for a fifth 
of their favorite brands in the knowledge that the 
higher retail price represents an upward revision 
of excise taxes. This view is supported by the fact 
that unlike most agricultural commodities and manu- 
factured goods, alcoholic beverage prices have re- 
mained stationary since immediately after Korea, 
when there was some stiffening in quotations at the 
wholesale level. Little evidence of excessive inven- 
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tories in retail outlets or in taverns has been noted. 

Two powerful reasons may be cited for the belief 
that ruinous competition is unlikely to upset market- 
ing conditions. In the first place, the distilling indus- 
try gradually has fallen into fewer and stronger 
hands. There are about half a dozen large and 
financially strong concerns. Numerous marginal com- 
panies were absorbed during the war by their larger 
competitors. Thus it seems unlikely that one of these 
major units would initiate a price war that would 
threaten stability of the industry. 


Financial Strength Noteworthy 


Probably there are too few small independents to 
cause much trouble in this respect while state 
monopolies would discourage troublesome sales pro- 
motions in areas where they operate. Elsewhere 
Government officials could be expected to act to 
prevent excessive consumption that might be encour- 
aged by price wars, for it is widely recognized that 
any practices promising to stimulate liquor consump- 
tion might lead to revival of agitation for a return 
to prohibition. 

The other important reason for thinking that the 
threat of price wars is more imaginary than real 
is the inflation factor. Unlike other consumer items, 
whiskey improves with age and inventories steadily 
are becoming more valuable—not only because dis- 
tilling costs are rising but because the quality of 
the distilled spirits improves and purchasing power 
of the dollar is declining. This economic truth encour- 
ages accumulation of low-cost inventories. 

From the investor’s viewpoint, probably the most 
important factor to bear in mind is the financial 
strengthening that has taken place in the industry. 
The consolidation of a large number of small and 
weakly financed units into larger concerns, with 
consequent scrapping of high-cost distilling facilities, 
has completely changed the industry’s status. Now it 
more nearly resembles the cigarette industry, which 
is primarily in the hands of about five or six manu- 
facturers. Just as economic conditions have virtually 
prevented small independents from entering the to- 
bacco industry, so the competitive position of lead- 
ing distillers has been bolstered. The public has been 
educated to demand nationally known brands as a 
protection against subterfuge or poor quality. Fatal- 
ities resulting from consumption of bootleg liquor 
also have discouraged competition from this source. 





Although stocks of bottled liquor in the hands of 
consumers and tavern owners are regarded as some- 
what larger than normally to be expected at this 
season, distillers are hopeful that business in coming 
months may be sustained at a relatively high level. 
This attitude is accounted for by the fact that em- 
ployment is expected to remain at peak levels, and 
national income is a dependable guide to whiskey 
sales. Optimism also is encouraged by a belief that 
home appliances may not be so plentiful in the com- 
ing year, or, if they are available, consumer buying 
may be less evident. Household needs represent an 
important competition for the wage earner’s dollar 
that otherwise might be spent at a nearby tavern. 


Usually consumption of liquor is greater when 
installment company payments are not oppressive 
and when the family car has been paid for or major 
home improvements have been completed. Trade 
authorities argue that threats of appliance scarcities 
have spurred purchases of motor cars, washers, tele- 
vision sets, sewing machines, vacuum cleaners and 
other items in the year and a half since Korea and 
that from now on there should be a slackening in 
monthly installment payments, thereby leaving 
larger portions of the weekly paycheck for convivial 
occasions. 


Disposable national income has been steadily ris- 
ing all year and promises to keep this uptrend well 
into 1952 in reflecting mounting armament expendi- 
tures in connection with plant expansion and other 
preparations. Industrial output appears destined to 
gain momentum next year as Government spending 
is slated to rise from about $34 billion for the last 
fiscal year to more than $52 billion. High disposable 
income is a strong stimulant to liquor consumption. 
This trend may be accelerated in a presidential 
election year. 


Liquor Consumption Not Accelerated 


Curiously enough, it generally is admitted that 
drinking has not been stimulated to any important 
amount by the high rate of industrial activity experi- 
enced in the last year or by higher national purchas- 
ing power—this in spite of the fact that prices have 
not increased significantly. Some observers believe 
that installation of television in taverns has retarded 
consumption of liquor more than it has contributed 
to its use. In any (Please turn to page 251) 






































a sarees ans SOT I et oman ore ncums or aia 
Statistical Data of Leading Distillers 
—_———— Interim 1951 = 1950 
Net Net Net Net Price 
Sales Net Per Sales Net Per Recent 1951 Div. Earnings Price Range 
(Millions) Margin Share (Millions) Margin Share Price Div.* Yield Ratioy 1950-51 
American Distilling ....... 3 $3.729 $ 18.61 6.3% $4.711 50 $2.00 4.0% 10.6 5834-32% 
Brown Forman Distillers.......... S Gere ...... Satan 68.8- 6.7 7.072 2356 .80 3.4 3.3 27-11 
Distillers Corp.-Seagrams ...... 786.0% 5.4% 4.93% 677.94 6.1 4.774 27 1.70 6.3 5.6 31 -17 
National Distillers ...... 324.111 5.3 2.0111 398.6 6.8 3.45 32 2.00 6.2 9.2 37%-2012 
Publicker Industries ............0...00 12... : “ 63 11 168.1 4.6 2.94 17% 12 i 5.8 2958-13% 
Schenley Industries .............. . 450.5° 49 5.105 504.26 7.3 8.476 32% 2.00 6.1 3.8 41-23% 
H. Walker-Gooderham&Worts 267.27 7.0 6.437 343.18 8.1 9.685 51% 4.00 7.8 53 562-31 





*—Indicated or estimated. 

+—Based on 1950 earnings. 
1_Year ended September 30, 1950. 
2—Year ended April 30, 1951. 
3—Year ended July 31, 1951. 


4_Year ended July 31, 1950. 
5—Year ended August 31, 1951. 
6—Year ended August 31, 1950. 
7—9 months ended May 31, 1951. 
S8—Year ended August 31, 1950. 


9—9 months ended June 30, 1951. 
10_Quarter ended July 31, 1951. 

11_9 months ended September 30, 1951. 
12_5% stock. 
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December 


Brokers, and some others with a 
professional interest in the stock 
market, will soon be talking hope- 
fully about “the usual seasonal 
year-end rise’, if they have not al- 
ready begun to do so. To time it as 
to start and finish, and to make 
trading profits out of it, is easier 
said than done; and there is no rea- 
son why investors should be more 
than academically interested in 
transient market patterns any- 
way. It is true that in a great 
majority of past years there have 
been rises, varying from small to 
substantial, from the low point 
within the first three weeks of 
December to the best level re- 
corded within the first two weeks 
of January—but that leaves only 
the last week of December out of 
the guessing as to where the 
December low, or the early-Janu- 
ary high might be. The motivation 
for a year-end rise or rally—other 
than that inherent anyway in the 
bull-trend years—is presumed to 
be the abatement of tax selling, 
early-January re-investment de- 
mand, and normal human opti- 
mism around the turn from old 
to new year. For December as a 
whole, there have been significant 
net market declines in only three 
years out of the last 30—in 1930, 
1931 and 1941, all bear-market 
years. There have been appreci- 
able net advances, some sizable, in 
17 years; insignificant net changes 
in the other 10 years. 
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Selectivity 


The sharp market - sell-off 
(around 18 points for the daily 
industrial index) in the latter part 
of October was indiscriminating 
in high degree, as is often so of an 
initial phase of decline. Although 
the October low was subsequently 
broken by a small margin in one 
trading session, irregularity, with- 
in a fairly narrow range for the 
averages, has been the rule for 
November up to this writing; and 
there has been a prompt return to 
emphasis on selectivity. You can 
probably expect this to continue, 
barring some unpredictable major 
news shock capable of inducing a 
general selling wave on a scare 
basis. The notably strong or firm 
spots in the market are in the 
minority, of course, but more 
numerous than would be likely at 
this stage of a major bear market. 
So far as they go, selective tend- 
encies fit our concept of an in- 





terim readjustment and a limited- 
swing market. However, the limits 
of the medium-term range remain 
conjectural, with the average lows 
to date certainly subject to further 
test. 


Groups 


At this writing the strongest 
stock groups, all at new highs for 
the year or longer, are coppers, op- 
erating electric utilities, and minor 
sections (heating, plumbing and 
roofing-wailboard issues) of the 
building materials group. Other 
groups which have either held 
close to, or rallied close to, earlier 
major highs include installment 
finance and small-loan issues, min- 
ing and smelting, variety-store 
chains, mail order stocks, shipping 
and natural gas. Stock groups cur- 
rently at new lows are cement 
stocks, the carpet-rug issues, bis- 
cuit bakers, canned foods and soft 
drinks. Groups only slightly above 

















INCREASES SHOWN IN RECENT EARNINGS REPORTS 














1951 1950 
| nner mre. $2.64 $2.22 
Allied Mills ..... Or NSPE Se er Sept. 30 Quar. 76 59 
NRA NIE Fors on cccs dase hes consaensscsges Pedra skcinswevdtes Sept. 30 Quar. 61 -56 
MOTO eon cbc oxtazieccessneseowensserceces 9 mos. Sept. 30 4.53 3.71 
Freeport Sulphur Co. ......0000............eees Sept. 30 Quar. 75 65 

}| Mcintyre Porcupine Mines ........................ Sept. 30 Quar. 83 -60 
Southern Caifornia Edison ........................ Sept. 30 Quar. -90 71 
WON Ng 55 5.6. c435 obits cha vacate cahees avTunuae dss Sept. 30 Quar. -25 12 
Foxes Gull SalOhur «.:...5:.066600..s6000sccscsccsen Sept. 30 Quar. 2.06 1.91 
NS RIN 5 Sons ox nu tdsace oa cases <edenbabcctet cece Sept. 30 Quar. -76 .27 
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their sell-off lows are too numer- 
ous to list. 


Stocks 


Individual stocks which have 
advanced to new highs for the year 
or longer in recent sessions up to 
this writing, include American 
Metal, Associates Investment, Sea- 
board Finance, Cooper-Bessemer, 
Cutler-Hammer, Florida Power & 
Light, Illinois Power, Johns Man- 
ville, lowa Power & Light, Mara- 
thon Corp., McGraw Electric, 
United Air Lines, Middle States 
Utilities, Kennecott Copper, 
American Radiator, Montana 
Power, Motorola, Philadelphia 
Electric, Potomac Electric, Truax- 
Traer, Andes Copper, Brooklyn 
Union Gas, and United Corp. The 
total of new highs is, of course, 
substantially exceeded by that of 
new lows. 


Finance 


The leading installment-finance 
stocks are holding up well because 
earnings this year are going to be 
moderately better than had been 
expected earlier and well in excess 
of current generous dividends, 
which yield relatively high current 
returns. On the basis of probable 
average long-term results, there is 
no strong argument for disposing 
of investment holdings in Com- 
mercial Credit or CIT Financial. 
But this column would argue 
against new buying of either issue, 
and warn that holders probably 
will have to sit out some future 
decline in both. The reason is that 
the peak in earnings for a long 
time to come was seen in 1950, and 
that the peak in dividends may 
have been seen in 1951. Both new 
business and average outstanding 
loan volume will be substantially 
smaller in 1952 on all present in- 
dications. It takes many months 
for shrinkage or expansion in out- 
standing loans to have maximum 
effect on earnings. The results of 
the last several years, hinging pri- 
marily on record output of automo- 
biles, are unlikely to be anywhere 
near approached over the next 
two or three years. 


Small-Loan Companies 


Thanks to continuing volume 
gains and good EPT exemptions, 
the 1951 earnings of leading small- 
loan companies will generally be 
close to, and in some cases exceed, 
those of 1950. Moreover, 1952 
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prospects appear to be favorable. 
These stocks, of which the best 
are Beneficial Loan and Household 
Finance, have long sold generally 
on a low price-earnings ratio and 
high-yield basis because of invest- 
ment prejudice against the business 
and fear of the effects of commer- 
cial-bank competition. Curiously 
enough, entry of the banks into the 
small personal loan field has made 
it seem more “respectable” some 
way or other, although it was al- 
ways perfectly legitimate. More- 
over, earlier fears of bank compe- 
tition have proved unfounded, as 
demonstrated by the record vol- 
umes and satisfactory earnings of 
small-loan companies. In the case 
of Beneficial Loan, cited favorably 
in this column before, it now ap- 
pears that 1951 earnings will be 
in the vicinity of $3.50 a share, 
exceeding our earlier estimate, and 
comparing with $3.08 a share last 
year. Since dividend policy has 
generally been liberal, the present 
$2 rate appears to be an out-of-line 
minimum, subject to possible in- 
crease in 1952, and providing a 
safe current yield of 6.84% with 
the stock at 2914. It is a sluggish 
issue; but there is nothing like 
good earnings and a secure high 
yield to pull any stock upward over 
a reasonably extended period on a 
solid investment-appeal basis. It 
sold as high as 3214 in 1946 on 
earnings of $2 a share and $1.33 
in dividends, which have been 
continuous since formation of the 
company by merger in 1929. To 
duplicate the 1946 price-earnings 
ratio cited, the stock would sell 
around 56, and it would sell around 
48 on the 1946 high’s ratio to divi- 
dends. It is not argued here that 
either of these potentials is likely 
to be attained. It can be said that 
this is a conservative stock, with 
a secure excellent yield and an ap- 
preciable potentiality for capital 
gain over a period of time. 





Oils 

Selling moderately under their 
earlier highs, most oil stocks look 
to be quite reasonably priced on 
1951 earnings, and on 1951 divi- 
dends which yield a current aver- 
age return of around 5.5%, with 
most individual yield variations in 
the range of 4.5% to just under 
6%. So far as can be seen now— 
which is to say if everything con- 
tinues to go right — the industry 
should fare at least as well in 1952 
as it has this year, perhaps even 
a little better. Despite substan- 
tially reduced auto output and 
home building, there will neverthe- 
less be a net addition to total 
homes and total cars in use in 
1952. Gasoline demand will be 
higher, and so will fuel oil use on 
the basis of reasonably normal 
weather. The tax position is, of 
course, highly favorable. The in- 
dustry’s troubles — recurring at 
unpredictable and often extended 
intervals—always have to do with 
over-production and inventory un- 
balance. Domestic crude produc- 
tion is moderately over-high now, 
but probably subject to correction 
mainly by close control in one key 
state, namely Texas. World supply 
will be over-heavy if Iranian out- 
put should be fully resumed. The 
big imponderable is winter 
weather in our populous states. 
Will it be mild, average or on the 
cold side? Nobody can know. The 
mild 1948-1949 winter created in- 
ventory unbalance, as between fuel 
oil and gasoline, and raised hob 
with earnings. Aside from 
weather, it is generally true that 
an extended period of high prices 
and profits tends to encourage 
over-production sooner or later. 
The writer would be inclined to 
hold good oil stocks which were 
bought at substantially lower 
prices. On the other hand, it has 
always been the best long-term 


(Please turn to page 251) 


LO A IEEE A RR TT 











DECREASES SHOWN IN RECENT EARNINGS REPORTS 


American Safety Razor .... 
Bigelow-Sanford Carpet Co. . 
Reliable Stores ...... 

Republic Steel ... 

Best Foods .... 
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McKesson & Robbins .......................... 
National Gypsum Co. ......................... 
Proctor & Gamble .... 


GO Gants iia hs teaiiic a eeet 


1951 1950 

.. Sept. 30 Quar. $ .15 $ .35 
9 mos. Sept. 29 -86 4.35 

... Sept. 30 Quar. -68 1.75 
. Sept. 30 Quar. 2.05 3.10 

. Sept. 30 Quar. -66 1.01 
12 weeks Oct. 6 98 2.02 
... Sept. 30 Quar. -63 -84 
.. Sept. 30 Quar. 78 1.32 
Sept. 30 Quar. 1.22 1.50 
Sept. 30 Quar. -50 2.10 
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The past fortnight produced some interesting developments. 
The estimated gross national product, for the first time since 
the mobilization program got under way, showed a small 
decline—for the three months 
ended September 30 being 
estimated at $327.6 million 
compared with $327.8 mil- 
lion for the second quarter. 
Personal incomes likewise 
have been declining — not 
much but the trend is of 
some importance. Actually 
since April, personal incomes 
have risen only about 2% 
compared with 5% in the 
previous five months. And 
disposable income (after 
taxes) was rising even more 
slowly and will lag even 
more this month after the 
new tax bill has taken effect. 

Still the Council of Eco- 
nomic Advisers and the Eco- 
nomic Stabilization Agency 
are saying that all this 
doesn’t mean a thing, that 
the lag is caused (1) by the 
consumer goods slump which 
won't last; and (2) by the 
fact that the military isn’t 
spending money nearly as 
fast as was expected. The 
actual rate, they say, hasn’t 
hit $2 billion a month yet, 
though the peak is expected 
to be $4 billion a month by 
the end of 1952. Hence the 
worst inflation threat, they 
opine, still lies ahead. 

To confuse matters more, 
we read in the papers of a 
sudden de-emphasis of the 
1952 inflation potential by 
many Government econo- 
mists—outside of the afore- 
mentioned bodies—who are 
now pinning tags of “mild” 
and “slight” to their inflation 
forecasts, in sharp contrast 
to the scare warnings which 
' have become so common- 
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place in recent months, and even weeks. Some go as far as 
stating that with the outlook being what it is, price control 
won't be a very significant factor next year. 

And to top it all off, there are reports that the Pentagon 
is preparing to cut its next annual arms request by as much 
as $12 billion (an original $20 billion figure was initially 
bruited about but that apparently was too much to expect). 
If cutting on this scale is contemplated, it obviously spells 
recognition of the need to stretch out defense spending over 
a longer period in the interest of economic and fiscal stability. 

While arms spending would still remain large, some $55 
billion annually at the peak, it would mean less strain on the 
economy, less red ink in the Federal budget and possibly a 
manageable deficit, certainly fewer shortages if any, and a 
greatly lessened inflation threat. These at least are interesting 
and logical speculations, particularly so in the light of the 
latest Washington forecasts as previously cited. One is forced 
to speculate on cause and effect relationships, not forgetting 
foreign and domestic politics in the process. For the time 
being, we'll leave it at that. 

Consumer hard goods industries meanwhile have learned 
what their first quarter production cutbacks will be like, and 
on the surface the cuts they will have to take in copper and 
aluminum supply look pretty drastic but actually they are 
probably not quite as bad as they seem, for various reasons. 
Still no one expected this to have an electrifying effect on 
consumer buying—as indeed it didn’t have. Consumers simply 
aren't sold on the shortage bogey any more—they ignore it; 
and while holiday shopping may have a stimulating effect, 
it is likely to be temporary. Some stimulus is being felt, to be 
true, leading to the thought that the civilian goods recession 
is beginning to flatten out but it will take a few months to 
get a clear-cut trend indication. Definite evidence of this 
doubtless would be of some importance. After all, the decline 
in civilian business to-date has proved to be a greater factor 
in the economy than the increase in defense spending. Once 
the disparity disappears, the private sector of the economy 
should become more responsive to the external influence of 
the defense build-up. 


Seasonal Business Improvement Under Way 


Business generally is better, mainly because of seasonal 
influences, and while international developments continue to 
hold the center of the stage, improvement in retail trade is 
being watched carefully for signs whether it may develop 
sufficient momentum to carry beyond the holidays and over 
into the first half of 1952. Probably no-one has the answer 
for this now, and legitimate doubts exist. An increased will- 
ingness to spend may merely reflect Christmas buying as it 
largely does; it would be premature to read more into it. 
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MONEY AND CREDIT—Bank loans to business continue to 
expand after a short period of temporary contraction, with 
figures for the week ended November 7 revealing the 
second largest increase since the end of July, in the amount 
of $96 million. The figure includes a sizeable boost in loans 
to processors of food, liquor and tobacco products. Defense 
and defense-supporting loans were up by $35 million dur- 
ing the same period of which $25 million went for plant 
and equipment, and non-defense loans rose by $79 million. 
Much of the increase in business loans, recent and current, 
has been mainly of a seasonal character, and swelled by 
loans for defense industries. The prospect is that the rise will 
continue for a while though at a lesser rate as seasonal 
requirements abate. The Treasury last week sold $1,250 mil- 
lion of 201-day tax anticipation bills at an interest rate of 
1.497%. This compares with 1.585% interest on the Treas- 
ury’s latest issue of 91-day bills. The interest rate of the 201- 
day bills was hammered down by huge demand from cor- 
porations preparing to discharge heavy tax liabilities. These 
bills, which were sold at a discount, can be turned in at 
face value on tax payments due next June 15. In October, 
the Treasury marketed $1.250 million of 144-day bills at 
1.550%, the issue being tailored to meet March 15 tax 
obligations. The latest sale completes the Treasury’s “new 
money” borrowing program for the calendar year 1951. 
Latest Government estimate of the prospective fiscal 1952 
deficit has been pared down to $4 billion from Secretary 
Snyder’s recent estimate of $7.5 billion, widely believed as 
entirely too large. Chances ore the actual cash deficit will 
be smaller, probably not exceeding $2 to $3 billion. The 
latest $4 billion estimate is based on the assumption that 
taxes will bring in $65 billion, while spending is projected 
at $69 billion. 
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TRADE—Business in general is better with retail trade show 
ing some of the anticipated seasonal improvement. Depart- 
ment stores sales nationwide increased 6% for the week 
ended November 10, making the rate of gain for the past 
four weeks 8%, and the gain for the year to-date 3%. 
While the fourth quarter upturn in trade has been a bit slow 
in developing, the prospects are the improvement will be at 
least of the usual seasonal proportions. Not only are depart- 
ment stores doing better, but chain stores and mail order 
houses are also enjoying better business, with the improvement 
spreading to lines which earlier in the fall season were 
comparatively slow—that is women’s apparel, shoes and many 
types of home furnishings. Food sales in November and De- 
cember may reach the largest level recorded. 
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INDUSTRY—Gross national product failed to rise from the 
second quarter to the third and appears to have declined 
by a comparatively small margin. A sharp rise in Govern- 
ment outlays was more than offset by a drop in gross private 
domestic investment, all of which was in sharp contrast to 
what has happened since the mobilization program got 
under way. Meanwhile industrial output currently is holding 
well and probably rising moderately. For the week ended 
November 10, our Business Activity Index stood at 184.8 
(per capita basis) compared with 183.6 in the preceding week. 
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COMMODITIES: Prices for wheat and corn rose sharply 
over the past fortnight while cotton latterly showed an easier 
tone. On the whole, however, spot commodity indexes showed 
little net change while future markets displayed irregular 
trends. By and large, the general commodity price level held 
about unchanged with increases and declines largely off- 
setting each other. 
— —-——OQ-— 


CONSUMER SPENDING which spurted from the outbreak 
of the Korean war through the end of the first quarter of 
1951, was at an annual rate of $202.5 billion in the third 
quarter, just a fraction over the $201.7 billion rate in the 
second quarter. This settling of consumer demand was an 
important factor in holding down the general price level. 


* * * 


The startling news from the building industry is that 
HOUSING STARTS totalled 86,000 new dwelling units in 
October, of which only 1,100 were public housing. This brings 
the total for the first ten months of the year to 942,500 starts, 
substantially exceeding the official goal of some 850,000 for 
the entire year. The industry expects the year’s total to reach 
at least 1,100,000. 

(Please turn to the following page) 
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some importance. Actually 
since April, personal incomes 
have risen only about 2% 
compared with 5% in the 
previous five months. And 
disposable income (after 
taxes) was rising even more 
slowly and will lag even 
more this month after the 
new tax bill has taken effect. 

Still the Council of Eco- 
nomic Advisers and the Eco- 
nomic Stabilization Agency 
are saying that all this 
doesn’t mean a thing, that 
the lag is caused (1) by the 
consumer goods slump which 
won't last; and (2) by the 
fact that the military isn’t 
spending money nearly as 
fast as was expected. The 
actual rate, they say, hasn’t 
hit $2 billion a month yet, 
though the peak is expected 
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worst inflation threat, they 
opine, still lies ahead. 

To confuse matters more, 
we read in the papers of a 
sudden de-emphasis of the 
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place in recent months, and even weeks. Some go as far as 
stating that with the outlook being what it is, price control 
won't be a very significant factor next year. 

And to top it all off, there are reports that the Pentagon 
is preparing to cut its next annual arms request by as much 
as $12 billion (an original $20 billion figure was initially 
bruited about but that apparently was too much to expect). 
If cutting on this scale is contemplated, it obviously spells 
recognition of the need to stretch out defense spending over 
a longer period in the interest of economic and fiscal stability. 

While arms spending would still remain large, some $55 
billion annually at the peak, it would mean less strain on the 
economy, less red ink in the Federal budget and possibly a 
manageable deficit, certainly fewer shortages if any, and a 
greatly lessened inflation threat. These at least are interesting 
and logical speculations, particularly so in the light of the 
latest Washington forecasts as previously cited. One is forced 
to speculate on cause and effect relationships, not forgetting 
foreign and domestic politics in the process. For the time 
being, we'll leave it at that. 

Consumer hard goods industries meanwhile have learned 
what their first quarter production cutbacks will be like, and 
on the surface the cuts they will have to take in copper and 
aluminum supply look pretty drastic but actually they are 
probably not quite as bad as they seem, for various reasons. 
Still no one expected this to have an electrifying effect on 
consumer buying—as indeed it didn’t have. Consumers simply 
aren't sold on the shortage bogey any more—they ignore it; 
and while holiday shopping may have a stimulating effect, 
it is likely to be temporary. Some stimulus is being felt, to be 
true, leading to the thought that the civilian goods recession 
is beginning to flatten out but it will take a few months to 
get a clear-cut trend indication. Definite evidence of this 
doubtless would be of some importance. After all, the decline 
in civilian business to-date has proved to be a greater factor 
in the economy than the increase in defense spending. Once 
the disparity disappears, the private sector of the economy 
should become more responsive to the external influence of 
the defense build-up. 


Seasonal Business Improvement Under Way 


Business generally is better, mainly because of seasonal 
influences, and while international developments continue to 
hold the center of the stage, improvement in retail trade is 
being watched carefully for signs whether it may develop 
sufficient momentum to carry beyond the holidays and over 
into the first half of 1952. Probably no-one has the answer 
for this now, and legitimate doubts exist. An increased will- 
ingness to spend may merely reflect Christmas buying as it 
largely does; it would be premature to read more into it. 
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MONEY AND CREDIT—Bank loans to business continue to 
expand after a short period of temporary contraction, with 
figures for the week ended November 7 revealing the 
second largest increase since the end of July, in the amount 
of $96 million. The figure includes a sizeable boost in loans 
to processors of food, liquor and tobacco products. Defense 
and defense-supporting loans were up by $35 million dur- 
ing the same period of which $25 million went for plant 
and equipment, and non-defense loans rose by $79 million. 
Much of the increase in business loans, recent and current, 
has been mainly of a seasonal character, and swelled by 
loans for defense industries. The prospect is that the rise will 
continue for a while though at a lesser rate as seasonal 
requirements abate. The Treasury last week sold $1,250 mil- 
lion of 201-day tax anticipation bills at an interest rate of 
1.497%. This compares with 1.585% interest on the Treas- 
ury’s latest issue of 91-day bills. The interest rate of the 201- 
day bills was hammered down by huge demand from cor- 
porations preparing to discharge heavy tax liabilities. These 
bills, which were sold at a discount, can be turned in at 
face value on tax payments due next June 15. In October, 
the Treasury marketed $1.250 million of 144-day bills at 
1.550%, the issue being tailored to meet March 15 tax 
obligations. The latest sale completes the Treasury's “new 
money” borrowing program for the calendar year 1951. 
Latest Government estimate of the prospective fiscal 1952 
deficit has been pared down to $4 billion from Secretary 
Snyder’s recent estimate of $7.5 billion, widely believed as 
entirely too large. Chances are the actual cash deficit will 
be smaller, probably not exceeding $2 to $3 billion. The 
latest $4 billion estimate is based on the assumption that 
taxes will bring in $65 billion, while spending is projected 
at $69 billion. 
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TRADE—Business in general is better with retail trade show 
ing some of the anticipated seasonal improvement. Depart- 
ment stores sales nationwide increased 6% for the week 
ended November 10, making the rate of gain for the past 
four weeks 8%, and the gain for the year to-date 3%. 
While the fourth quarter upturn in trade has been a bit slow 
in developing, the prospects are the improvement will be at 
least of the usual seasonal proportions. Not only are depart- 
ment stores doing better, but chain stores and mail order 
houses are also enjoying better business, with the improvement 
spreading to lines which earlier in the fall season were 
comparatively slow—that is women’s apparel, shoes and many 
types of home furnishings. Food sales in November and De- 
cember may reach the largest level recorded. 
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INDUSTRY—Gross national product failed to rise from the 
second quarter to the third and appears to have declined 
by a comparatively small margin. A sharp rise in Govern- 
ment outlays was more than offset by a drop in gross private 
domestic investment, all of which was in sharp contrast to 
what has happened since the mobilization program got 
under way. Meanwhile industrial output currently is holding 
well and probably rising moderately. For the week ended 
November 10, our Business Activity Index stood at 184.8 
(per capita basis) compared with 183.6 in the preceding week. 
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COMMODITIES: Prices for wheat and corn rose sharply 
over the past fortnight while cotton latterly showed an easier 
tone. On the whole, however, spot commodity indexes showed 
little net change while future markets displayed irregular 
trends. By and large, the general commodity price level held 
about unchanged with increases and declines largely off- 
setting each other. 


eed fe! 
U 





CONSUMER SPENDING which spurted from the outbreak 
of the Korean war through the end of the first quarter of 
1951, was at an annual rate of $202.5 billion in the third 
quarter, just a fraction over the $201.7 billion rate in the 
second quarter. This settling of consumer demand was an 
important factor in holding down the general price level. 


* * * 


The startling news from the building industry is that 
HOUSING STARTS totalled 86,000 new dwelling units in 
October, of which only 1,100 were public housing. This brings 
the total for the first ten months of the year to 942,500 starts, 
substantially exceeding the official goal of some 850,000 for 
the entire year. The industry expects the year’s total to reach 
at least 1,100,000. 

(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) =| Oct. 3.2 2.6 1.3 1.55 (Continued from page 243) 
Cumulative from mid-1940 Oct. 430.9 427.7 400.9 13.8 The Government disclosed that 11,340 
FEDERAL GROSS DEBT—$b Oct. 31 258.3 256.9 256.9 55.2 | tons of TIN remain in the RFC’s industrial 
aeeniy anntan—th stockpile, of which only 7,500 tons is Grade 
A. Current usage of tin is at a rate of 
Demand Deposits—94 Centers Oct. 24 52.3 51.3 49.9 26.1 : 
eg nS Oct. 31 28.4 28.3 272 107 | Slightly more than 5,000 tons a month, 
ney Se thus the RFC stock position indicates that 
BANK DEBITS tin supplies have reached a point where 
New York City—$b Oct. 24 10.6 10.2 10.0 4.26 | the Government must follow through with 
93 Other Centers—$b Oct. 24 15.9 15.5 15.2 7.60 | its announced intention of cutting consump- 
PERSONAL INCOMES—$b (cd2) Aug. 254 252 228 102 ry. or Ce Set 
<camelbany battens — oe ye = 4 Member firms of the N. Y. Stock Ex- 
1 alia yin nc 20 20 19 10 change as of October 31 has total cus- 
geod Hw ws = “ 3 _| tomers’ net DEBIT BALANCES of $1,290 
Transfer Payment rina a a ‘ie 10 million, a small rise over the preceding 
eee ee eee 3 month’s figure. The October increase fol- 
POPULATION—m (e) (cb) Sept. 1548 1546 152.2 133.8 | lowed a gain in the previous month when 
Non-Institutional, Age 14 & Over__ | Sept. 109.0 108.9 1096 101.8 | the decline under way since the start of 
Civitan Labor Force Sept. 63.2 64.2 63.6 55.6 | the year appeared to have been checked. 
ployed Sept. 1.6 1.6 2.3 3.8 fe 5 * 
Employed Sept. 61.6 62.6 612 51.8 EMPLOYMENT in industry, commerce 
In Agriculture Sept. 75 vied 78 8.0 | and Government continued in October at 
Non-Farm “acl ape sag ged 43.8 | a record seasonal high of 46.8 million, 
At Work aoe -_ ag wey 43.2 | according to the Labor Department. The 
Weekly Hours, non-farm oo. ay —* “_ 42.0 | number of production workers in manu- 
Man-Hours Weekly—b Sept. 2.23 2.45 2.43 1.82 facturing plants, however, was 150,000 
EMPLOYEES, Non-Farm—m (Ib) Sept. 46.9 467 45.7 37.5 lower than a year ago, as consumer goods 
ri ins SN Sept. 6.5 6.4 6.0 4.8 | industries curtailed operations faster than 
al Sept. 13.1 13.1 13.0 1.7 defense-connection industries were able 
Weekly Hours Sept. 40.5 40.4 41.0 40.4 | to pick up the slack. Largest decreases 
actin tend Sept. 161.2 1598 147.9 77.3. | were in textiles, apparel and leather indus- 
Weekly Wage ($) Sept. 65.29 64.56 60.64 21.33 | tries where a downtrend in employment 
has been evident since early spring. 
PRICES—Wholesale (Ib2) Oct. 30 177.0 177.1 169.7 92.5 : “ ‘ 
Retail (edib) Aug. 206.3 206.7 1908 116.2 ZINC PRODUCTION declined 8% dur- 
ing September and LEAD PRODUCTION 
COST OF LIVING (ib3) Sept. 186.6 185.5 174.6 100.2 dropped for the fourth consecutive month, 
Food Sept. 227.3 227.0 210.0 = 113-1 | according to the Bureau of Mines. The 
Clothing Sept. 209.0 203.6 189.8 = 113.8 | agency held out hopes for increased out- 
Rent Sept. 137.5 1368 131.8 107-8 | put during the remainder of the year, 
RETAIL TRADE—$b however, because of the ending of a long 
Retall Store Sales (cd) Aug. 12.1 118 127 47 strike at one of the mines of New Jersey 
St Aug. 3.8 3.7 5.0 1.1. | Zinc Co., and the start of operations by 
all ia ha. 8.2 8.1 7.8 3.6 the Anaconda Copper Co. in a new fa- 
Dep't Store Soles (mb) | Avs. 2 SS SS ee 
i i Aug. 11.2 10.9 11.0 55 res. suc zine procuction in x 
ee ee ee TS tember was 49,991 short tons of which 
MANUFACTURERS’ 56% was produced in the western states. 
New Orders—$b (ed) Total Sept. 21.3 22.8 23.5 14.6 | August output was 54,403 short tons. Do- 
Duschle Geodk Sept. 9.8 10.9 12.1 7.1. | mestic lead production in September to- 
NonDorable ond: Sept. 11.5 11.9 11.4 7.5 |talled 27,997 short tons compared with 
Shipments—$b (cd)—Total Sept. 21.8 22.6 21.0 8.3 | 29,872 tons in August. 
Durable Goods. Sept. © 99 10.3 9.8 4.1 * * * 
Non-Durable Goods Sept. 11.9 12.3 11.2 4.2 Steel mills’ INVENTORIES OF HEAVY 
STEEL SCRAP are getting larger but the 
BUSINESS INVENTORIES, End Mo.** outlook for collections this winter is uncer- 
Total—$b (cd) Aug. 70.6 70.8 54.0 28.6 | tain. A sampling of mills shows inventories 
Manufacturers’ Aug. 41.3 40.7 29.7 16.4 of purchased steel scrap up to almost a 
Wholesalers’ Aug. 5 1.8 9.4 4.1 | 45-day supply compared with a low of 36 
Retailers’ Aug. 17.8 18.4 14.8 8.1 | days in April. While scrap collection drives 
Dept. Store Stocks (mrb) Aug. 2.7 2.8 2.2 1.2 | have been making progress, collections 
BUSINESS ACTIVITY—1—pce Oct. 27 184.2 184.1 176.9 141.8 normally drop off 30% during severe win- 
(M. W. S.)—1—np | Oct. 27 2149 2147 208.4 1465 | ter weather, but there is hope to maintain 
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The New Market Leaders 
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How to Select 
The New Market Leaders 
in 1952 


By John Durand 


, HIS year.. 
outstanding usefulness designed to serve you in 
maintaining... and continuing ...asound and profit- 


able investment position in the period ahead. 


. we offer you an investment book of 


Highly realistic—informative—and practical in application, it 
analyzes and evaluates- clearly and simply—political-economik 
forces shaping up in the world today. emphasizing their effect 













f NOT FOR SALE 
. VALUE $5.00 





e 
t 
7 
B “i ° ° 
in investment security and peace of mind. 
y 
s PART I—World Forces to Determine Economic- 
1 Political Trends in 1952. 
2 The Shifting Balance of World Power . . . Effect Britain's 
5 decline; Commonwealth Nations as Independent Entities; 
- —Russia’s Political-Economic Power vs. U.S. in Europe... 
' The Middle East... The Far East . . . Realistic Appraisal 
of Danger Spots ... Our New Vulnerability . . . Financially 
. » Economically .. . Militarily; 

—S:rength and Weakness in Western Coalition; 
‘ ~¥vupting Middle East... Far Reaching Economic-Political 
] repercussions on the U. S.... The West as a Whole; 

—Evaluating “Point-Four” Program... Vital Considerations 
' involved in Industrializing Densely Populated Low-Wage 
> Areas ... What Can We Expect from This Investment? ; 
: —World Under Continued Cold War ... Uneasy Peace... 

Showdown with Russia in 1952? 

, 
PART Il—Realistic Appraisal of U. S. Financial- 
] 


Economic Position as We Enver 1952. 


~The American Dollar... At Home and Abroad ... Budget 
Deficit Financing ... Gold Revaluation; 

| —Politics in Defense Program ... Election Year Influences; 

—Joker in Defense Production Timetable . . . Shifts and 
Rechanneling of War Orders ...to Avoid Danger of Rapid 
Obsolescence ... In Light of Current Military Experiences; 

—The Requisites for Flexible Economic Adjustment to Meet 
Progressive Impacts on Industry and Trade; 

—How Much Strain on Civilian Goods Under Cutbacks .. . 
Controls . . . Gov't-Dominated Supplies of Commodities; 

—Clarification of Inflation-Deflation Picture; 

~The Hurdle of Over-Capacity for Civilian Production 
Continuing Inventory Glut . . . Consumer Buying Power 
Under Impact of New Taxes; 

~Prospects for Business Profits in Period Ahead. 


PART ili—Which Industries? Which Companies? 


(a)—Individual Industries Under Semi-Defense Economy. 
4 —Relative Position of Major and Secondary Companies 
| . | Looking to 1952 ... Where Dynamic ... Where Static 

q ... Where Long-Term Growth Potentials Exist . . 
Revitalized Companies . . . Specialties; ‘ 

—Study of Profit Margins ... Balancing Benefits from 
Modernization . . . New Processes . 
Against Increased Taxation . . . Higher Costs . . 
Potential Consumer Buying Power; 





on our economy and industry ... how they will affect vou 
as an investor. 

More particularly, it points out the most promising oppor- 
tunities for above average profit—the new market leaders 
under conditions likely to prevail in 1952. 


Alert to changing conditions and their investment implications, this book—with a one-year subscription to The 
Magazine of Wall Street—provides a combination investment service that can be worth thousands of dollars to you 


.- New Plants... 






















~The Importance of Substantial Dividend Coverage 
Under Adjustments . .. and Profit Uncertainties 


ib} —PLANNING FOR PROFIT AND INCOME 

~—Reconciling Your Tax Position with Your Income 
Objectives . Stressing Advantage of Capital Gains 
to Supplement Regular Income Return; 

—How to Maintain a Sound and Flexible Investment 
Position . . . Strengthen Your Current Portfolio; 

—~When Dollar Averaging is Desirable .. . Switching 
Where Issues Indicate Vanishing Return ... Marking 
Down Cost of Holdings . .. Using Profits for Rein 


vestment in Emerging Market Leaders; Fi 

—How to Select the Right Kind of Dynamic Specialties; 3 
Applying Calculated Percentage of Profits for Venture | 

Capital in Low-Priced Fortune Building Opportunities. 3 

PART !V—The Stock Market Looking to 1952. 4 
—Discounting of Business Prospects for the First Half; aa 
























—1952 Election as a Developing Market Factor; 

-The Effect of Continuing Absorption of Blue Chips on 
Floating Supply ... Thin Markets; 

Can Balancing Factor of Investment Trust . . . Institutional 
Buying ... Minimize Large Scale Market Break?; 

—To What Extent Can Market ... in Cyclical Phase ... 
Withstand Shock of Unexpected World Developments? ; 
-Where Shift in Leadership will make for Dual Market; 
—Emphasis on Special Situations . . . Emergence of New 
Group Trends and Opportunities for 1952 ... New Market 
Leaders in the Making. 


PART V—Specific Security Selections. 


]. Top-Grade Investments to Net Return of 6 
. with Inherent Appreciation Potentials; 


and More 
2. Special Growth Companies for Capital Building Where 
Groundwork Has Been Laid to Exploit for Further 
.. Tax Sheltered Growth Companies; 
Strategically Placed . 
.. Where $100 Can Do 


Crowth . 


3. Dynamic Low-Priced Stocks ... 
Including Fortune-Building Type 
the Work of $500. 


PLUS ... 





. Individual Portfolios . . . Soundly Balanced 
from Above Selections: 

For Personal Annual Income Return of . . . £4,000~—$7,900— 

$10,000. 

For Accumulated Funds of 












. $5,000—£10,000--$25,000. J 








THIS PROGRAM TO ENABLE YOU TO INVEST FOR GREATER 
SECURITY — INCOME — PROFIT... WILL BE CONTINUED IN 


THE MAGAZINE OF WALI AT@FET THEOUGHOUT THE YEAR 





Meme aum Order Coday.. 
Y And to Your Friends: - 


ae Che Gif! 
ie eyo price. 
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*Knowledge —QUta ©) 
To Superior udgment ; 


his Christmas . . . give the gift that lasts forever and can never be taken away—the priceless gift 
of knowledge . . . more essential than ever as a basis for making plans in kaleidoscopic 1952. 








Because of its broad scope, its forthright dependability and sound common sense, no Christmas gift you can 
give this year will provide greater service and be more highly appreciated than The Magazine of Wall Street. 


It will express your esteem—your interest in the welfare of the recipient . . . and 26 times throughout the 
coming year, he will be reminded of your thoughtfulness. 
Those to whom you give The Magazine of Wall Street will 
turn to it with interest at first... then with eagerness... 
because they will find it profitable as an investment counselor 
. -. and because they will gain an understanding of domestic 
and international affairs which they never believed could be 
acquired 80 easily. 


Give “The Magazine of Wall Strect to... 


Your Business Friends and Associates —- who will appreciate 
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having such a reliable source of information. It will form a 
bond of interest between you and promote your business 
relations. 

Your Executives and Employees—who will acquire a broader 
grasp of the vast industrial and economic changes taking 
place. It will help to develop their understanding and 
judgment. 

Your Son and Daughter— because it will assist them in acquir- 
ing the perspective they need to plan and safeguard their 
financial future. 

Yourself — because it keeps you “ahead of events” in the world 
of economic shift and change . .. and is the best investment 
guide you can possibly obtain... regardless of price. 
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90 Broad Street, New York 4, N. Y. 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION 
Date Month Month Ago Harbor* AND OUTLOOK 
INDUSTRIAL PROD.—1—np (rb) Sept. 2190-217, aa 174 the drive without any drop. 
Mining Sept. 169 166 163 133 : : a 
Durable Goods Mfr. Sept. 273 268 251 220 " 
ead, Cie uae on nein ‘tin via Rees Record Canadian NEWSPRINT PRO- 
DUCTION of 492,475 tons combined with 
CARLOADINGS—t—Total Oct. 27 864. 887 888 833 U. S. output of 96,173 tons for the record 
Misc. Freight Oct. 27 414 428 423 379 production in North America of 588,648 
Mdse. L. C. L Oct. 27 75 76 88 156 tons. The previous high was 582,143 tons 
Grain Oct. 27 53 57 59 43 in May which in turn compares with 518,- 
118 tons in September and 547,748 tons 
LEC. POWER Output (Kw.H. Oct. 27 7,234 7,149 6,563 3,267 ‘ ‘ 
i epee Ghul.) me . __. | in October 1950. For the first ten months 
SOFT COAL, Prod. (st) m Oct. 27 11.6 11.4 11.7 10.8 | of the year, total North American produc- 
ree eee Oct. 434 423 414 44.6 tion amounted to 5,527,437 tons or 5.6% 
‘edie, Sat te Sept. 76.2 75.4 59.0 61.8 higher than in the comparable period in 
1950. 
PETROLEUM—(bbis.) m * * * 
Crude Output, Daily va 27 Pi Big a Pi The ratio of FARM DEBT to farmers’ 
— “a ae : a pee annual cash receipts dropped from 115% 
Fuel Oil nin : ti a Bis pe to 45% in the 1940-50 period, according 
Heating Oil Stocks - ” to the Institute of Life Insurance. Including 
LUMBER, Prod.—(bd. ft.) m Oct. 27 637 640 630 632 Government payments, cash receipts from 
Stocks, End Mo. (bd. ft.) b Aug. 7.9 7.5 64 126 | farming aggregated $28,200 million in 
: 1950. The total of mortgage and non-real 
STEEL INGOT PROD. (st) m Sept. 8.64 8.73 8.20 6.96 estate debt outstanding at the end of last 
Cumulative from Jan. 1 Sept. 78.3 69.7 Va 74.7 year added up to $18,800 million. The 
ENGINEERING CONSTRUCTION Institute noted that while farm debts have 
AWARDS—$m (en) Nev. 1 210 189 200 94 risen $5 billion since the end of World 
Cumulative from Jan. 1 Nov. 1 11,961 11,751 10,115 5,692 War Il, cash receipts have gone up $5,900 
million. 
MISCELLANEOUS : o i 
Paperboard, New Orders (st)t Oct. 27 185 169 222 165 LEAD sales to industry of 30,000 tons 
Sieretien: Hamat Relend Sept. 31 37 31 17 from the military stockpile were approved 
Do., Cigars—m Sept. 491 534 504 543 by President Truman following urgent in- 
Do., Manufactured Tobacco (Ibs)m_ | Sept. 19 22 21 28 dustry demands to avoid bottlenecks. 








b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept, 
edib—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. > ey ape—ae mills, publishers, 
end in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pe—Per capita bess. 


ted monthly totals « annual rate, before tesms. 





S djusted indux 















































rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; Nevembes, 
or week ended December 6. **—S lly adjusted 
THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
No. of 1951 Indexes (Nov. 14, 1936, Cl.—100) High Low Nov.10 Nov. 17 
Issues (1925 Cl.—100) High Low Nov. 10 Nov. 17 100 HIGH PRICED STOCKS... 124.4 107.1 118.0 117.3 
334 COMBINED AVERAGE .......... 204.6 172.6 193.1 192.6 100 LOW PRICED STOCKS 252.9 208.6 236.4 237.1 
4 Agriculaural Implements........ 318.0 246.5 295.8 298.3 5 Investment Trusts .................. 98.9 84.8 93.1 93.9 
10 Aircraft (‘27 Cl.—100)............ 339.1 252.8 302.1 299.1 3 Liquor ‘27 Cl.—100) 1250.1 1066.6 11469 1135.5 
7 Air Lines (‘34 Cl.—100).......... 764.7 634.0 732.0 738.6 WE ManiINGR - sc5225c0.s cece 215.9 177.7 202.6 202.6 
Re UU SO INGNIE 55. isc ccsisacssvctaccsseesce TIS 86.6 101.8 101.8 SMG OIGOE 5 oac5. cocci eee 7 125.3 130.6 133.3 
10 Autqmobile Accessories ........ 257.6 216.2 2392 236.9 ao Meat Packing: .........<..:....:...:. 109.1 85.7 95.0 96.1 
PE AUTOMODIES: .......:2..5<0ccssse0csese 46.3 36.1 39.4 39.0 13 Metals, Miscellaneous 314.8 233.0 295.0 292.5 
3 Baking (‘26 Cl.—100)............ 23.2 21.0 21.4 21.6 LC RR a a 416.9 344.3 390.0 383.3 
3 Business Machines .................. 410.1 300.8 392.5 389.6 TP CMON oases enctesnenes 447.3 355.0 429.6 426.0 
2 Bus Lines (‘26 Cl. incu basseauees 183.1 150.6 159.1 157.4 30 Public Utilities Serb aoe 155.6 142.5 155.6 155.6 
aera 427.8 326.0 378.9 375.6 9 Radio & TV (‘27 Cl. —100). ao 32.6 26.6 29.9 29.9 
GOT MAING, oc. cincssesdescossesdsence 18.3 13.2 14.2 14.4 8 Railroad Equipment . 73.8 57.5 64.3 64.3 
4 Communications .................... 72.5 58.3 63.9 63.9 24 Railroads .... 45.4 34.2 37.7 38.9 
gh Te en 73.0 60.2 71.3 71.3 So RGN sca es cesardeccesesnsvsnsencasanins 41.0 34.3 37.0 37.8 
A GANIMORENNOND, oo ovo aes sovavesocacssetoass 490.6 376.5 476.1 476.1 3 Shipbuilding ..... 184.4 139.1 174.3 172.6 
7 Copper 6: Brass. .....5..0s0-s00050: ral ee 126.3 162.8 162.8 SO ai MIR ooo Seneca ec aus e 395.5 303.5Z 303.5 306.9 
a Dairy Products: ..:..:..2..:eccessise 84.0 75.9 83.2 81.6 We Sieh Be GI 5. issn scien concen . 169.5 134.1 154.8 153.3 
5 Department Stores ................ 84.5 66.0 68.9 69.6 Re OO ia nsscaatnctssadencecasseccesace ; 77.6 66.5 LAP 4 71.7 
6 Drugs & Toilet Articles............ 235.0 213.6 217.8 215.7 ee ANI cs cscs cacccsaccesens-teasets 655.3 425.3 577.2 555.5 
2 Finance Companies ................ 310.5 243.0 308.1 310.5 DP NGM oso ica ccssannastordounsdaiens 223.6 189.3 189.3 197.4 
7 Food Brands 200.9 171.4 176.8 173.2 3 Tires & Rubber 75:3 51.2 67.5 66.0 
2 Food Stores 118.4 99.3 99.3 101.5 6 Tebacee ........:.... 86.7 75.3 81.0 80.2 
3 Furnishings 75.0 63.7Z 65.0 63.7Z 2 Variety Stores 325.6 301.1 316.4 313.4 
& Gold Mines ........cscsceec.oessace 779.8 579.3 679.5 685.1 20 Unclassified (‘49 Cl_—100)......._ 127.3 109.4 117.4 117.4 
Z—New Low. 
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Trend of Commodities 








The general commodity price level has held about un- 
changed over the last fortnight, with price increases and 
decreases approximately cancelling each other. Heavy feed- 
ing demands lifted grain prices further. Textiles moved up as 
cotton mills repriced goods at higher levels to compensate 
for the recent price rise in raw cotton. The commodity futures 
markets displayed irregular trends. Grains were very firm, 
reflecting the active demand for cash corn and other feed 
grains to meet the requirements of the large animal popu- 
lation. Cotton fluctuated nervously over a wide range, with 
increased hedge selling and the failure of the cotton goods 
market to expand as anticipated tending to offset the effect 
of the previous week’s big reduction in the crop prospect. 
Lard strengthened, but cottonseed oil and soybean oil were 
easy. Coffee, cocoa and the domestic sugar contract were 


lower while World Sugar moved up a little then eased on 
disappointment over recent export prices paid for Cuban 
raws. Wool tops and grease wools sagged, reflecting lower 
Australian wool auctions and slow demand for wool goods, 
A feature of the period under review has been the abrupt 
reversal of the cotton market following its former upswing in 
the wake of a sharply lower crop estimate. The downturn 
reflected hedge selling, profit taking, and liquidation influ. 
enced by the tendency to reduce consumption and export 
estimates for the current season and by continued slow busi- 
ness in the goods market. Sentiment was also influenced by 
the continued tapering off in loan entries as well as by latest 
reports on the Korean truce negotiations. Talk of possible 
reimposition of export quotas in 1951 crop cotton has mean- 
while died down. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wks. 3 Mos. 1 Year Dec. 6 
Nov.2 Ago Aga Ago 1941 























28 Basic Commodities ... sygeiasepinatate 327.1 332.4 326.8 336.1 156.9 
11 Imported Commodities .................. 334.0 341.4 345.1 363.2 157.3 
17 Domestic Commodities .................. 322.7 326.7 315.5 319.7 156.6 
RAW MATERIALS SPOT INDEX 
AVG. SEPT. ocT®. Nov. 
200 
MAGAZINE OF 
WALL STREET INDEX 
1990 
1890 
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14 Raw Materials, 1923-25 Average equals 100 
Avg. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 1938 1937 
ee 214.5 304.7 164.0 958 743 783 658 93.8 
SO gpeorttier 174.8 1342 1264 93.6 587 61.6 575 647 


Date 2 Wks. 3 Mos. 1 Year Dec. 6 
Nov.2 Ago Ago Ago 1941 





7 Domestic Agriculture .................... 358.2 359.3 354.2 351.2 163.9 
Me EGER os ssccccyctnpesesvinvseosencpee 363.0 370.0 366.0 351.4 169.2 
TG ROW IRONOTION 55; secssocsesccatesecsesssebeocs 314.0 317.6 311.7 328.9 148.2 

COMMODITY FUTURES INDEX 
AUG, SEPT. oct. NOV. 
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Average 1924-26 equals 100 


1951 1950 1947 1945 1941 1939 1938 1937 
High ................ 2154 202.8 184.4 111.7 889 679 577 96 
WW ss sissesactecsips 176.4 140.8 123.0 986 58.2 489 473 546 
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Blaw-Knox Company’s National Alloy Steel Divi- 


_ sion is enlarging and re-arranging its plant at 


Blawknox, Pa. The program, scheduled for com- 
pletion in about six months, will result in a 25% 
increase in the plant’s alloy and high alloy steel 
castings capacity. It will include extension of the 
main foundry building, installation of additional] 
molding and centrifugal casting equipment and an 
improved shop layout. 


Standard Vacuum Oil Co., jointly owned by Stand- 
ard Oil Co. (N. J.) and Socony-Vacuum Oil Co., has 
awarded a Japanese builder a contract for two large 
tankers. The new vessels, 26,650 deadweight tons 
each are scheduled for delivery in the spring and 
summer of 1953, and will transport crude oil from 
the Persian Gulf to the company’s refineries in the 
Eastern Hemisphere. It is understood that each ship 
will cost approximately $5.25 million. 


American Car & Foundry Company has received 
an order from Allied Chemical & Dye Corp’s Bar- 
rett Division for 100 all-welded tank cars of 12,500- 
gallon capacity. The new cars will be fully insulated 
and equipped with new lines to facilitate unloading. 


Mead Corporation has sold its Manistique, Mich. 
plant for approximately $4 million to Trenton Times 
Corp., publishers of the Trenton (N. J.) and the 
Sunday Times Advertiser. Mead acquired the prop- 
erty in 1943, and has been using it to manufacture 
hanging raw stock for the wall paper industry and 
for ground work speciality papers. The mill, with a 
capacity of 80 tons a day, will be taken over early 
next year. 


Kaiser Aluminum & Chemical Corporation has dis- 
closed a $100 million aluminum expansion program, 
including a doubling of the present 100,000-ton 
capacity at its New Orleans plant. At the same time, 
the General Services Administration in Washington 
announced a “supply contract” with the company, 
under which the Government guarantees to buy 
up to 100% of the expanded production of the new 
plant over the next five years. However, the contract 
is still subject to concluding financing satisfactory 
to the company. Presumably all the funds required 
will have to come from private financing. Doubling 
of Kaiser’s capacity at New Orleans would bring the 
company’s total capacity to 395,000 tons of primary 
aluminum a year. 


Columbia Gas System started the flow of natural 
gas recently through its $11 million Clinton County 
pipeline, the first direct connection between the 
newly developed Leidy gas field and the Pittsburgh 
consuming area. The 167-mile line’s initial load is 
going to the Irwin vicinity, 20 miles southeast of 
Pittsburgh. Faced with an unprecedented demand 
for gas, Columbia Gas System began construction of 
the pipeline last April, though it has failed to get a 
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certificate of necessity from the Federal Power Com- 
mission. In a race to get the Leidy field gas into its 
lines before the System was hit by the huge demands 
of the winter, Columbia had the major part of the 
new line in the ground before it got any official 
sanction from a regulatory body. Permission, how- 
ever, was granted last October. 


Increased production of niacin which will relieve 
the present shortage is expected from a new unit 
nearing completion at the Cherokee plant of Merck 
& Co. near Danville, Pa. The new unit will have a 
capacity in excess of 1 million pounds annually, and 
will begin operation shortly. Niacin is a vitamin used 
in enrichment of bread, flour and breakfast foods, 
and in animal feedstuffs where it has become essen- 
tial for better meat production. Manufacture of 
niacin has heretofore depended on coal tar raw ma- 
terials, now in short supply because of Government 
defense requirements. The Danvill unit will employ 
a completely synthetic process using materials which 
are in almost limitless supply. 


Two big generating plants are being built to meet 
the tremendous industrial expansion and growing 
power needs of the 7-state area—Indiana, Michigan, 
Ohio, West Virginia, Virginia, Kentucky and Tennes- 
see—served by the American Gas & Electric System. 
These two plants, when finished, will pour 800,000 
kilowatts of generating capacity into the present 
power network of the American Gas & Electric sys- 
tem, bringing the total capacity of the system to 
over 3.7 million kilowatts by the end of 1953. 


Bendix Aviation Corporation will equip 64 of 
United Airlines “Mainliners” with the “flight path 
control” automatic landing approach system. This 
is the largest single order ever received for this type 
of equipment. Designed to permit normal airport 
landing approaches even under minimum ceiling 
and visibility conditions, flight path control auto- 
matically orients the plans between two radio beams 
projected from an airport and causes it to be guided 
down to the runway. Bendix’s PB-10 automatic pilot 
with which the flight path control system is designed 
to operate is now installed or specified for 343 planes 
operated by 24 domestic and foreign airlines. Of the 
total number of planes equipped with the automatic 
pilot, tie will have the flight path control system 
as well. 


The recent establishment of Columbia Cellulose 
Company, Ltd. and the Canadian Chemical Co. Ltd. 
as Canadian affiliates of Celanese Corporation of 
America, is part of a modern industrial concept to 
combine production of basic raw materials with de- 
velopment of their natural markets in all parts of 
the world. In implementing this program, the com- 
pany is pursuing a policy of establishing a group of 
affiliated companies jointly owned with local capital 
in various companies. Some of these affiliates are, or 
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will be, engaging in converting raw materials into 
semi-finished manufacturers’ materials and some 
are, or will be, producers of finished chemical fibres, 
plastics, industrial chemicals and cellulose products. 


Admiral Corporation, a Chicago manufacturer of 
electric ranges, television sets, radios, refrigerators 
and other appliances has announced a $7 million ex- 
pansion program. It will include a 300,000-square- 
foot factory, a 100,000-square-foot distribution 
center and a $1.5 million office building. 


E. R. Squibb & Sons has installed a new facility 
at its Research Laboratories at New Brunswick, 
N. J., a radioisotope laboratory. The new unit will 
serve primarily as a service unit to assist other re- 
search departments. It will make extensive use of 
isotopes as tracers in helping to determine the action 
of new drugs. A radioisotope differs from an ordi- 
nary atom in that it emits radiation that may be 
detected by means of a Geiger counter. Just as biol- 
ogists put tags on birds and fish in order to learn 
their migratory habits, so an atom tagged in this 
manner may be followed through the body of an 
animal, yielding valuable information on body proc- 
esses. This use of radioisotopes as tracers has been 
called the most important new research technique 
since the invention of the microscope. 


Further steps in the program of simplifying the 
corporate structure of the United States Steel Cor- 
poration, begun a year ago, were announced by the 
Chairman. It is intended as soon as practicable, that 
United States Steel will become primarily an operat- 
ing corporation with its present activities relating to 
mining and steel production, fabrication and distri- 
bution conducted by general operating divisions. 
Completion of this further effort to attain corporate 
simplification constitutes another step in moderniz- 
ing the company in all phases of its organization and 
operations. Such a step tends to reduce costs, facili- 
tate and improve production, and should result in 
benefits to stockholders. 


Rocket motors for aircraft rockets now are being 
mass produced in Akron by The Firestone Tire & 
Rubber Company. The aircraft rockets being manu- 
factured are part of a contract with the U. S. Navy 
Bureau of Ordnance. They are standardized for use 
by Navy or Airforce combat aircraft. Rockets of this 
type have been used successfully in Korea and give a 
fighter plane additional firepower equivalent to a 
salvo from a battery of 5” naval guns. Heavy ma- 
chinery, ovens, chemical tanks and conveyor equip- 
ment for the manufacture of the many thousands of 
rocket motors called for in the contract are now in 
operation at the Defense Products Division of Fire- 
stone. 


Stockholders of Wright Aeronautical Corporation 
have been advised that mergers have been affected 
under which the business of that corporation will 
hereafter be conducted as Wright Aeronautical Divi- 
sion of Curtiss-Wright. The company, through a 
wholly owned subsidiary, Aero Holding Corp. owned 
approximately 98% of the stock of Wright Aero- 
nautical Corp. The remaining 2% of the stock of 
Wright Aeronautical was owned by little more than 
50 minority stockholders who are now entitled to 
receive $115 in cash for each share of their stock in 
Wright Aeronautical. Immediate payment will be 
made upon surrender of the stock certificates. 


Westinghouse Electric Corporation has announced 
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a revolutionary change in the design of large turbine 
generators, which will reduce by 50% the copper re. 
quired for such units. The heavy drain on U. S. cop. 
per resources—current nightmare to industry and 
the nation’s defense agencies—is expected to be 
somewhat eased in the future by a newly-developed 
system for cooling the giant generators which pro- 
duce power for home and factory. The new design 
will allow a given amount of copper in a large gen- 
erator to produce about 50% more power than is 
now possible. The meaning is that under the new 
method smaller generators will meet the heavier 
power demands, while a generator utilizing the same 
amount of copper as present large units will be 
capable of filling up to 50% greater power need, 
Demand for another critical metal, electrical steel, 
will also be eased through the new system. 

Bigelow-Sanford Carpet Company and the Hart- 
ford Rayon Corp. have announced that with the 
approval of over 70% of the common stockholders 
of Hartford Rayon, the latter’s business and prop- 
erty had been acquired by Bigelow-Sanford through 
a wholly owned subsidiary. Prior to this time Bige- 
low-Sanford had held a majority of the preferred 
and common stock of Hartford Rayon. Under a Plan 
of Dissolution and Liquidation, the holders of Hart- 
ford Rayon will receive one share of Bigelow-San- 
ford for each six shares of Hartford Rayon held. 
Holders of the preferred stock of Hartford Rayon 
will receive in liquidation the par value of their 
shares ($5) plus accrued dividends. 


A completely new and revolutionary type auto- 
matic ice cube maker for commercial use has been 
added to the extensive refrigeration products line of 
the Frigidaire Division, General Motors Corporation. 
Smartly styled, the new ice cube maker has been 
especially suited to meet the tremendous demand for 
solid, clear, rectangular cubes in hospitals, soda 
fountains, institutions, hotels, taverns, restaurants, 
cafeterias and other places where quantities of ice 
cubes are required for cooling beverages or for vari- 
ous other purposes. This new product will manu- 
facture up to 5,000 clear, solid sanitary ice cubes ina 
24-hour period. 


A new branch of Bank of America (International) 
has been opened in Dusseldorf, Germany. This city 
was chosen because of its key industrial and com- 
mercial position in Western Germany. The new 
branch will provide special banking facilities for 
Americans in Germany, assist in the implementation 
of German-American trade, and serve as the general 
representative of the parent bank in Germany. 


Expansion and modernization of the Morrisville 
Freight Yard near Trenton, N. J., at a cost of more 
than $9 million has been announced by the Pennsyl- 
vania Railroad. The project is in anticipation of the 
industrial development in the Trenton-Morrisville- 
Bristol area expected to result from completion of 
the new Fairless Works of the United States Steel 
Corp., and to provide better service to manufacturers 
and other shippers already located there. The Morris- 
ville Yard, inactive for the past five years, will be- 
come one of the most important railroad freight clas- 
sification yards in the East. The Yard should be in 
full operation by the end of 1953. It is also known 
that as a consequence of the enormous U. S. Steel 
undertaking in this section many other new indus- 
tries and businesses will either move or add to their 
facilities in that part of the country. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 


addressed envelope. 


-3. No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


. Special rates upon request for those requiring additional service. 





E. R. Squibb & Sons 


“IT understand pharmaceutical com- 
panies have been doing well in recent 
years and this has been due to some ex- 
tent to the development of new products. 
Please report recent earnings and sales 
of E. R. Squibb & Sons.” 

T.S., Niagara Falls, N. Y. 


E. R. Squibb & Sons earnings 
and sales for fiscal year ended 
June 30, 1951 were the highest in 
its history. Consolidated net sales 
of the company and its wholly 
owned subsidiaries in the western 
hemisphere rose of a record $100,- 
060,918, a 14.3% increase over the 
$87,534,979 in the preceding fiscal 
year. 

Despite an almost 100% in- 
crease in Federal income and ex- 
cess profit taxes, consolidated net 
earnings of $9,704,801 exceeded 
the $8,057,980 reported for last 
year by $1,646,821, or 20.4%. The 
earnings available for dividends 
on common stock were equivalent 
to $5.46 per share on the 1,613,854 
shares outstanding prior to the 
sale of 300,000 additional shares 
in June. After the sale of these 
shares and the subsequent 2 for 1 
split, the earnings amounted to 
$2.30 per share on the 3,827,708 
shares outstanding on June 30, 
1951. Last year the $7,139,010 of 
earnings available for common 
stock were equivalent to $4.46 per 
share on the 1,600,264 shares of 
common stock outstanding at that 
time. 

Net income represented 9.7% 
of the net sales in 1950-51 as com- 
pared with 9.2% of sales in 1949- 
50. Net income, before deducting 


DECEMBER 1, 1951 


provision for income and excess 
profit taxes was $20,280,558, as 
compared to $13,443,661 for the 
previous year. 

With the payment of 25 cents a 
share on December 12, dividends 
for the year 1951 will total 95 
cents a share. 


Seeger Refrigerator Company 


“Please furnish data as to Seeger Re- 
frigerator Company’s main products also 
ts new civilian products and operations 
in the defense program. I would also be 
interested in knowing financial position 
of the company.” 


A. C., Akron, Ohio 


Seeger Refrigerator Company’s 
net sales volume, which set a new 
high record for the third consecu- 
tive twelve months period, total- 
led $84,972,031 in the fiscal vear 
ended August 31, 1951, compared 
with $81,500,371 in the preceding 
year. 

At the same time, the company 
announced its partial conversion 
to defense work and the start of 
production on several types of 
aircraft equipment. 

While the company anticipates 
good demand for its commercial 
products in the coming year, it 
also expects a substantial curtail- 
ment of civilian production be- 
cause of restrictions on the use 
of steel and other metals. Defense 
production already started and 
the large backlog of orders yet 
to be filled should serve well in 
offsetting any decline in commer- 
cial business. 

Net earnings for the year after 
provision for income and excess 


profit taxes were $4,155,175, as 
against $5,565,535 the year be- 
fore. Gross earnings before taxes 
and interest expense were a rec- 
ord high of $10,506,048, compared 
with $9,796,704. The gain in 
gross was more than offset by 
record State and Federal tax pro- 
visions of $6,300,000, which com- 
pares with taxes of $4,150,000 the 
year before and $2,775,000 two 
years before. 

The year’s net earnings were 
equal to $3.78 a share on 1,100,000 
shares of common stock outstand- 
ing, compared with $5.06 a share 
on the same number of shares last 
year. Net working capital at 
August 31 was $14,571,915, cur- 
rent assets totalled $27,338,826 
and current liabilities $12,766,91 
and current liabilities $12,766,- 
911, a ratio of 2.14 to 1, which 
indicates a good condition. 

During the year part of the 
Seeger plant at St. Paul went into 
production of new external gas 
tanks for F-86 Sabre jet fighter 
planes, and the Evansville, In- 
diana plant was partially con- 
verted for production of other air- 
craft equipment. The company 
also announced that initial, tool 
design has been started at the 
Evansville plant to prepare for 
precision manufacture of a revo- 
lutionary new constant speed hy- 
draulic drive transmission used in 
connection with aircraft power 
plant electrical generating equip- 
ment. 

Two new civilian products were 
developed and placed in produc- 
tion during the year. One is an 
automatic ice cube maker for use 
in hotels, restaurants and similar 
establishments, and the other is 
an air dryer for domestic use in 
removing excessive moisture from 
damp and musty rooms. 

Seeger’s major production com- 
prises refrigerators, freezers, re- 
frigerator cabinets and display 
cases manufactured for Sears 
Roebuck & Company, Montgom- 
ery Ward & Company, Admiral 
Corporation and Frigidaire Divi- 
sion of General Motors Corpora- 
tion. 
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As I See It! 





(Continued from page 213) 


to the communist high command 
which however, as there is reason 
to believe, figures heavily on an 
allied split. Some of our allies still 
believe that the Reds will be 
anxious to liquidate their Korean 
fiasco without risking the spread- 
ing of the war. But more likely, 
what they want is a stalemate in 
the ground war and prolonged 
truce talks to gain time and 
strength. While they must know 
that this may mean new risk, it is 
probably a calculated risk based 
on the belief that the U.N. will be 
unwilling to fight more than a lim- 
ited war. It is up to us to convince 
them that that implies a limit in 
time as well as area. For it would 
be foolish for us to play the com- 
munists’ game only to face, later 
on, another long and costly cam- 
paign, possibly years of inconclu- 
sive battle and steadily lengthen- 
ing casualty lists. 

The next month therefore may 
well be decisive in Korea. There 
are three possibilities: Endless 
war under cover of long drawn- 
out armistice bickerings ; appease- 
ment, or a hard and bitter fight to 
bring the war to a successful con- 
clusion. The latter decision, if 
taken, could also spell world war 
or an allied split that would create 
a new situation. 





50 Companies That Can 
Maintain Their Dividends 
in 1952 





(Continued from page 218) 


greater degree of earnings sta- 
bility and, consequently, are able 
to pay out a greater proportion of 
earnings than other major groups. 

Represented in the fifty stocks 
are 19 different industries. The 
most numerous are the oils and 
natural gas companies, with 9 of 
the former and 7 of the latter. 
This combined group has un- 
doubtedly had the best earnings 
and dividend record among the in- 
dustrial groups and seems likely 
to continue in the forefront for 
some time to come. From the in- 
vestor’s standpoint, the outstand- 
ing feature is their comparatively 
tax-sheltered position. This af- 
fords the oil and natural gas com- 
panies an exceedingly important 
advantage as not less than 2714 % 
of their earnings are exempt from 
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taxes owing to the depletion al- 
lowance in Federal income taxes. 
It is logical, therefore that among 
stocks whose dividend outlook 
over the next year is considered 
excellent, the oils and natural gas 
companies will be conspicuous. 

Combined dividends of the pe- 
troleum and gas companies were 
by far the largest for any group 
listed on the N. Y. Stock Ex- 
change, with payments of $572 
million for the first nine months 
of 1951. With demand and pro- 
duction at record-breaking levels 
in the second half of the year, 
carrying over the momentum 
from the first half of this year and 
the latter part of last year, the 
earnings position of the industry 
is distinctly favorable. 

The combined average yield on 
the 50 stocks is slightly above 5%. 
This compares with a median rate 
of about 6% on all dividend-pay- 
ers on the New York Stock Ex- 
change. While 5% may not be a 
high rate of return though some 
stocks in the list yield 6% and 
better, it should be viewed in the 
light of the comparative safety of 
the dividends. 


Incidentally, the yield on this 
group is typical of stocks which 
are in constant demand not only 
by large, individual investors but 
by personal trusts, pension funds, 
universities and other institu- 
tional investors who require a 
high degree of income stability. In 
turn, the demand for such equities 
among the seasoned dividend- 
payers is a factor making for 
above average market stability, an 
element that should by no means 
be ignored by the careful investor. 

Attention is called to the first 
two columns of the table which 
give the estimated earnings for 
1951 and the full dividend pay- 
ments expected for the year. For 
the most part, dividend coverage 
is ample, and in those cases where 
the margin seems somewhat 
smaller, consideration has been 
given to other factors entering 
dividend policies, such as assured 
industry position and, above all, 
financial strength. Attention is 
also called to the last column of 
the table giving the number of 
years in which dividends have 
been paid consecutively, though at 
varying rates. While this is not in 
itself a guarantee of continued 
high payments, nevertheless it is 
an indication of importance in at- 
testing to the company’s ability to 
pay dividends in all kinds of 
periods, good and bad. 





Market Awaits Further 
Clarification 





(Continued from page 215) 


position through that period. If 
cautious enough, civilian spend. 
ing psychology could largely—per- 
haps entirelvy—offset whatever ex- 
pansion of the money supply re. 
sults from the Government’s com- 
ing deficit financing. We suspect 
it will remain cautious. 

Businessmen will not soon for- 
get their mistake of over-stocking 
in 1951. Consumers will not soon 
forget how wrong they were in 
anticipating shortages. It is hard 
to imagine anything, short of the 
onset of all-out war, which could 
reactivate civilian spending in 
really dynamic degree — and it 
need hardly be emphasized that 
all-out war could not remotely be 
bullish for the stock market. By 
the time we get the important defi- 
cit spending, we should be within 
sight of the peak in defense out- 
lays, and past the peak in private 
capital outlays. The latter face a 
particularly sharp 1952 shrinkage 
in the non-durable goods indus- 
tries which have recently found 
themselves with over-capacity. 

At best, the Korean prospect 
will not be significantly clarified 
for another month or so, if then; 
for it is doubtful that a detailed 
armistice can be agreed on in a 
month, in view of the Communists’ 
devious tactics of delay. Stabiliza- 
tion in foreign affairs generally— 
even as to relations with our Allies 
—may be a matter of years in for- 
mation by events and shifting 
policies. 

The key supporting factors for 
the stock market, as heretofore, 
are the prospect for continuing 
high over-all production and na- 
tional income for at least a fairly 
extended time to come; generally 
moderate price-earnings ratios; 
and generally good current divi- 
dend yields. They do not preclude 
some further sag in the market 
over the medium term, in view of 
the considerations heretofore cited 
and of the impact of many coming 
adverse earnings reports for the 
final quarter and for the full-year. 
Many stocks are still only moder- 
ately down from all-time highs. 
Where fat profits exist in such 
situations, we continue to think 
that cashing at least part thereof 
is a sensible idea. There is no 
change in our conservative general 
policy.— Monday, Nov. 26. 
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Squeeze in Liquor Industry? 
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(Continued from page 239) 


event, the liquor industry shows 
little if any sign of growth. 
Gains in some areas are attributed 
to population growth rather than 
to other factors. Per capita con- 
sumption, estimated at about 1.26 
wine gallons annually, rose mod- 
erately last year, but it is doubt- 
full whether any worthwhile rise 
in per capita consumption of dis- 
tilled spirits is to be anticipated. 

Considering the unpromising 
outlook for long range growth, 
several distilling companies have 
taken steps to gain diversification 
in products. Schenley Industries 
enlarged operations to include dis- 
tribution of wine several years 
ago and acquired the Blatz Brew- 
ery in Milwaukee to gain repre- 
sentation in the beer business. 
More recently Schenley has de- 
voted a great deal of effort to de- 
veloping pharmaceuticals allied 
with fermentation processes. Pro- 
duction of penicillin and strepto- 
mycin steadily has increased, and 
the company recently announced 
its intention of manufacturing 
penicillin in Italy and Denmark 
along the lines of projects previ- 
ously established in France, Spain 
and Western Germany, from 
which royalties will accrue to the 
parent company. Facilities for 
production of antibiotics in Law- 
renceburg, Indiana, are being en- 
larged, and additional output is 
anticipated at this plant in the 
coming year. 


Encouraging Results 
from Pharmaceuticals 


Although management has not 
indicated the extent to which ac- 
tivities other than distilling have 
contributed to profits, it is be- 
lieved that the company has been 
encouraged by results in pharma- 
ceuticals and that this. division 
ultimately promises to provide an 
important stabilizing influence. 
Net profit of Schenley dipped to 
slightly more than $22.2 million, 
or $5.10 a share, for the fiscal year 
ended August 31, from $36.9 mil- 
lion, or $8.47 a share, in the pre- 
ceding year. Results in recent 
months apparently have shown 
improvement over the correspond- 
ing period a year ago, for the 
trade had been accumulating sup- 
plies in anticipation of more ac- 
tive consumer demand prior to 
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the boost in excise levies, whereas 
at this time a year ago the post- 
Korean boom was receding. 

National Distillers Products 
also has made outstanding pro- 
gress in diversification—especially 
in chemicals. This company has 
added wines and carbonated bev- 
erages to its line of potable prod- 
ucts in addition to scotch whis- 
kies, champagnes, brandies, rums 
and cordials. In venturing into an 
allied field of chemicals, the com- 
pany through a subsidiary con- 
structed a plant in Ohio to pro- 
duce metallic sodium and chlorine 
under a duPont license. Produc- 
tion facilities are being enlarged. 

In addition, a merger with U.S. 
[Industrial Chemicals was ar- 
_anged after National Distillers 
had acquired an important minor- 
ity interest in the company from 
Air Reduction. More recently, a 
new company was organized by 
National Distillers and Panhandle 
Eastern Pipe Line for production 
of petrochemicals at a new plant 
in Illinois. Operations are to be 
based on natural gas, distribution 
of which is controlled by Pan- 
handle. On the whole, National 
Distillers appears well advanced 
toward becoming a factor in 
chemical production, thereby 
minimizing dependence on alco- 
holic beverages. 

Although U. 8S. Industrial ap- 
pears to have contributed substan- 
tial earning power under current 
favorable operating conditions, 
net profit of National Distillers 
for the year ended December 31 
may not be much if any larger 
on a share basis than in 1950, 
when earnings came to $3.45 a 
share. This is because capitaliza- 
tion was enlarged to acquire U. S. 
Industrial and to finance other 
expansion. 

Higher taxes suggest that earn- 
ings of major distillers may be 
adversely affected to some extent 
—perhaps about 10 per cent on 
the average—in the coming year. 
Nevertheless, unless some unfore- 
seen adversity should develop, vol- 
ume of business should prove 
ample to justify a reasonably con- 
fident attitude toward the indus- 
try. Ample coverage is afforded 
for current dividend rates in al- 
most all instances. 

In fact, prospects are reassur- 
ing in this respect and even 
though earnings should dip in the 
coming twelve months, it would 
not be surprising if a slightly 
more liberal dividend policy 
should develop. National Distil- 
lers, which has pursued a liberal 


policy for years, might be an ex- 
ception, for this company pre- 
sumably would wish to consolidate 
its expansion program toa greater 
extent before considering a higher 
dividend rate. Distillers Corp.- 
Seagrams is regarded as a logical 
candidate for a modest rise in 
distributions to stockholders. 





For Profit and Income 
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strategy to buy oils in the recur- 
rent over-production periods, not 
when everything is in favor of the 
industry. 


Machinery Stocks 


This year’s earnings of most 
makers of industrial machinery, 
machine tools and of electrical 
equipment for capital-goods uses 
(without any dilution by home ap- 
pliances) will approximate or ex- 
ceed the 1950 figures. Average re- 
sults will be up, and so will total 
dividends. Moreover, the 1952 out- 
look is certainly above average, 
and perhaps favorable, as things 
look now. From a stock-market 
viewpoint, the trouble is that most 
of these companies have always 
been in-and-out earners; and that 
no high degree of investment con- 
fidence seems likely to attach to 
the high earnings from this de- 
fense-based capital-goods boom. 
You can find any number of ma- 
chinery stocks which “look cheap” 
on current earnings, and which 
currently yield anywhere from 7% 
to 10%. A few have edged up to 
new 1951 highs. 


Air Lines 


Things look good for air trans- 
port companies, with earnings 
generaly up from a year ago on 
an annual basis, and no clouds visi- 
ble in the 1952 sky. Maybe the 
growth potential is as great as 
bulls on the industry think it is. 
The writer’s notion is that it is 
much brighter for volume than for 
long-term profit. This much is be- 
yond dispute: permanent good 
profits in any form of passenger 
transport would be something 
new. If it runs true to form, the 
record will be increasing invest- 
ment, eventual surplus carrying 
capacity, a wage squeeze by the 
union help and narrowing mar- 
gins. But perhaps that time is 
quite some distance around the 
corner. 
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GREAT LAKES STEEL CORP. 


Detroit, Michigan. The only integrated 
steel mill in the Detroit area. Produces a 
wide range of carbon steel products . . . is 
a major supplier of all types of steel for 


WEIRTON 


Mills at Weirton, West Virginia, and 
Steubenville, Ohio. World’s largest in- 
dependent manufacturer of tin plate. 
Producer of a wide range of other impor- 


the automotive industry. tant steel products. 











NATIONAL STEEL PRODUCTS CO. 


Located in Houston, Texas. Recently 
erected warehouse covers 208,425 square 
feet. Provides facilities for distribution of 
steel products throughout Southwest. 


NATIONAL MINES CORP. 


Coal mines and properties in Kentucky, 
West Virginia and Pennsylvania. Supplies 
high grade metallurgical coal for the 
tremendous needs of National Steel. 


Steelmaking at National Steel encompasses far more than its mighty furnaces 
and giant mills. 

Added to these, are the iron ore mines and coal mines . . . the giant ore boats, 
barges, trucks . . . the multitude of other physical properties it takes to make a 
completely integrated steel producer. 

National Steel achieved this completeness by combining the facilities and resources 
and talents of its large component companies into the organization that has become 
the nation’s fifth largest producer of steel. 

It has extended its scope through continued expansion and ceaseless improvement. 
Today, for example, National Steel operates the largest and fastest electrolytic 
lines in the world . . . the largest open hearth furnaces in the industry. And 
National Steel is still expanding . . . still developing better ways to make steel. 


This is National Steel . . .complete, independent, progressive . ..one of America’s 
largest and fastest growing producers of steel. 


NATIONAL STEEL 


GRANT BUILDING 





» 


STRAN-STEEL DIVIS 


Unit of Great Lakes Steel Corporation. 
Plants at Ecorse, Michigan, and Terre 
Haute, Indiana. Exclusive manufacturer 
of world-famed Quonset buildings and 
Stran-Steel nailable framing. 


? 


HANNA IRON ORE COMPANY 


Cleveland, Ohio. Produces ore from exten. 
sive holdings in Great Lakes region. 
National Steel is also participating in the 
development of new Labrador-Quebec 
iron ore fields. 


THE HANNA FURNACE CORP. 


Blast furnace division of National Steel 
located in Buffalo, New York. 


CORPORATION 


PITTSBURGH, PA. 


SERVING AMERICA BY SERVING AMERICAN INDUSTRY 
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On the highways, too, 


CLARK 


EQUIPMENT 


cuts operating costs 


Seasoned operating men, in the field of 

automotive revenue-transportation, know 

the Clark Transmission—know it for its 

simplicity of design, its sturdy 

compactness, its perfect balance and 

—_ strength, its smooth performance 

and extraordinary long life 

Resourceful engineering 

as exemplified 

by Clark 
ransmission 

is a chief 

reason why 

many builders 

of automotive, 

agricultural 

and industrial 

machinery like 

to Work with 

Clark. You, too, 

would find it “‘good business.” 

Write us. Clark Equipment Company, 

Buchanan, Michigan. 


Products of CLARK 
EQUIPMENT 


TRANSMISSIONS — AXLES — AXLE HOUSINGS 
for Trucks, Buses, Industrial and Farm Tractors — 
FORK-LIFT TRUCKS — POWERED HAND TRUCKS 
and INDUSTRIAL TOWING TRACTORS for 
Materials Handling. RAILWAY CAR TRUCKS for 
Suburban, Street and Elevated Railway Cars. 
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Southern California 
Edison Company  } 
DIVIDENDS > 4 


ORIGINAL PREFERRED STOCK 4 
DIVIDEND NO. 170 > 


CUMULATIVE PREFERRED STOCK > 
4.32% SERIES ¢ 
DIVIDEND NO. 19 > 


OOS SS SSS SF TTT7TATFT2OO 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: } 


ye ee eee 


50 cents per share on Orig- 
inal Preferred Stock; rf 


27 cents per share on Cumu- 4 
lative Preferred Stock, 4.32% 4 
Series. > 


The above dividends are )§ 
payable December 31, 1951, to 
stockholders of record Decem- 
ber 5, 1951. Checks will be 
mailed from the Company's 
office in Los Angeles, Decem- 
ber 31, 1951. ) 


P.C. HALE, Treasurer rf 
November 16, 1951 > 


> eee 
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A Study of Profit Margins 





(Continued from page 232) 


longer have to account for retro- 
active taxes. 


The successful operating record 
of the steel industry is now in 
some prospect of jeopardy if near- 
by wage negotiations should re- 
sult in a wage increase without a 
proportionate increase in prices. 
This is a situation that must be 
watched closely, as any failure to 
match higher wages with higher 
prices would automatically result 
in a cut in the margin of profit. 


As illustrated in the third quar- 
ter report of United Air Lines, 
Inc., the position of the air trans- 
port companies is exceptional in 
that all features are expanding: 
sales, pre-tax margins of profit 
and net profit margins. With the 
exception of the oil companies and 
some of the non-ferrous metal 
group, this is the only important 
industrial segment to show a 
healthy advance, with apparently 
no major problems except to take 
care of the rising volume of busi- 
ness. 


Sales for United Air Lines in- 
creased from $28.1 million in the 
first quarter to $30.4 million in 
the second quarter, and then to 
$36.9 million in the third. Pre- 
tax margins rose from 10.9% in 
the first quarter to 11.3% in the 
second and jumped to 19.4% in 
the third. At the same time, fa- 
vored by special-treatment tax 
clauses in the Federal Revenue 
Act, its net margin went from 
4.8% in the first quarter to 5.2% 
in the second and to 10.2% in the 
third period. 

The reasons for the steady in- 
crease in profit margins are 
simple. Passenger air traffic is 
steadily increasing and the rise in 
revenues more than offset higher 
costs. Since capacity passenger 
loads are quite profitable, with ex- 
penses of operation not rising in 
proportion, the percentage of 
profits to sales must increase. Con- 
sequently, all the major companies 
in this field are enjoying the 
greatest profits in their history. 
While depreciation charges and 
taxes are rising, together with the 
cost of equipment, some of the 
adverse factors which formerly 
affected the industry have been 
largely ironed out. Among them 
are the virtual ending of past un- 
profitable seasonal valleys of oper- 
ation, planes now flying regularly 


in virtually all kinds of weather, 
with the public accustomed to air 
travel under such conditions. 

Airline facilities are sufficient 
to provide for further growth of 
passenger and freight traffic 
without raising costs unduly, 
Revenue passenger miles for the 
principal lines increased 45% in 
the first half of the year, follow. 
ing a 25% increase in the last 
half of 1950. United Airline’s suc. 
cess in increasing its profit mar. 
gin is illustrated by a reduction 
of 3% between the second and 
third quarters in the unit cost per 
revenue ton mile. As against 1950, 
costs are somewhat higher but 
compensated for by the almost full 
use of facilities, so that operating 
margins, as indicated above, are 
still very satisfactory. 

Radio Corporation of America’s 
pre-tax margin slumped from 
14.9% in the first quarter to 4.6% 
in the third quarter, with net 
profit margins at 6.4% and 2.2%, 
respectively. The decline was 
caused by the large drop in sales, 
from $185.5 million to $118.9 mil- 
lion. With civilian production now 
limited, the company must find an 
additional outlet for sales in fu- 
ture Government orders. 

For the first nine months of the 
year, the pre-tax margin was 
8.9% but the net margin only 
4.4%. For the same period in 1950 
the pre-tax margin was 15% and 
the net profit margin 8.4%. It 
would see that the company must 
receive at least $150 million quar- 
terly for products and services 
sold, if it is to hold an adequate 
margin of profit. 


Better than Average Margins 


Space does not permit of fur- 
ther extended analysis of the other 
companies listed in our table. 
However in brief, it is permis- 
sible to point out that aside from 
several of those discussed in the 
foregoing, the following have the 
best current record as to net mar- 
gin of profit: Allied Chemical, 
Sinclair Oil and Skelly Oil, Math- 
ieson Chemical, Dixie Cup, Ray- 
onier, Inc., St. Joseph Lead and 
Du Pont. While these companies 
show a better than average record, 
some of them also have been sub- 
ject to the downtrend in progress 
since the end of last year, so that 
even in such cases, the profit mar- 
gins are not as high as they were. 

In conclusion, it is evident that 
profit ratios have declined sub- 
stantially. It would be difficult to 
make a generalization as to the 
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future trend since they are largely 
contingent on future cost-price 
relationships. Certain industries, 
such as those in consumer lines, 
will probably continue to show 
unsatisfactory sales results with 
obvious effects on profit margins. 
Many others, especially those sup- 
ported by voluminous defense 
orders, should do better since 
their sales are more or less guar- 
anteed. 

However, in such cases, as we 
have seen, higher costs have 
tended to cut limit profit ratios. 
There are some exceptions to the 
general drift; notably, the oils, 
non-ferrous metals and airlines. 





Can the Sterling Area Hold 
Together? 





(Continued from page 229) 


exposing the individual countries 
to serious readjustment problems 
in case of price drops. More im- 
port goods and particularly more 
capital goods are wanted every- 
where. Instead of providing these 
goods, however, Britain is asking 
her sterling area partners to defer 
their purchases for the duration 
of rearmament, just as she asked 
them to postpone such purchases 
during the last war. 

That is basically the nature of 
the present crisis of the sterling 
area. Unlike during the war, how- 
ever, individual countries have 
been taking steps to help them- 
selves. Australia is reported to be 
no longer selling her newly mined 
gold to the Bank of England, but 
preparing to sell a part of it at 
least (40%), in the world markets 
for dollars. Presumably other gold 
producing countries, Southern 
Rhodesia and the Gold Coast, may 
do the same thing. Malaya and 
Ceylon have kept some of their 
dollar earnings. And that portion 
of Indian trade that is still fi- 
nanced in sterling has been sub- 
stantially reduced. 

The problem of strains and 
stresses within the sterling area 
is being discussed this month in 
London at a conference of Com- 
monwealth finance ministers who 
are to prepare the agenda for an- 
other conference next spring. One 
can easily guess what the British 
will ask of their partners: Cut 
down purchases of dollar goods 
and reduce the danger of inflation 
at home by restricting consumer 


(Please turn to page 256) 
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This announcement is neither an offer to sell nor a solicitation of an offer 
to buy any of these Shares. The offer is made only by the Prospectus. 


625,000 Common Shares 


(Without nominal or par value) 


Western Leaseholds Ltd. 


(an Alberta corporation) 


Price $9.60 a Share 


United States Currency 


625,000 additional shares are also being offered elsewhere than in the United States 
at $10.00 a share Canadian Funds by Canadian Underwriters. 


Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Shares in compliance 
with the securities laws of the respective States. 


CARL M. LOEB, RHOADES & CO. 
GLORE, FORGAN & CO. 


MORGAN STANLEY & CO. 
BLYTH &CO.,INC. DOMINICK & DOMINICK 
GOLDMAN, SACHS & CO. KIDDER, PEABODY & CO. W.C. LANGLEY &CO. 

LAZARD FRERES & CO. SMITH, BARNEY & CO. 

STONE & WEBSTER SECURITIES CORPORATION 
UNION SECURITIES CORPORATION WHITE, WELD & CO. 


November 20, 1951. 














CITIES SERVICE COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company on Novem- 
ber 9, 1951 declared a regular quarterly dividend of one dollar 
($1.00) per share on its $10 par value Common stock. The board 
also declared a special dividend of one dollar ($1.00) per share 
on such stock. Both dividends are payable December 17, 1951 
to stockholders of record as of the close of business November 


23, 1951. 
W. ALTON JONES, President 

















BI Babbitt 


92nd CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of B. T. 
Babbitt, Inc. has declared a regular 
quarterly dividend of 15¢ pershare 
on the Common Stock of the Com- 
pany, payable on January 2, 1952 
to stockholders of record at the close 
of business on December 12, 1951. | 


LEO W. GEISMAR, Treasurer 
November 13, 1951 





REEVES BROTHERS, inc. 


DIVIDEND NOTICE 

A quarterly dividend of 30c per 
share has been declared, payable 
December 13, 1951, to stockholders 
of record at the close of business 
November 30, 1951. The transfer 
books of the Company will not be 
closed. 

J. E. REEVES, Treasurer 


November 19, 1951. 
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NERGD 
Shenasrye 
‘Sone 


Mining and Manufacturing 
Phosphate ¢ Potash ¢ Fertilizer ¢ Chemicals 


* 


Dividends were declared by the 
Board of Directors on 
Nov. 15, 1951, as follows: 


4% Cumulative Preferred Stock 
39th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40¢) per share. 


Both dividends are payable Dec. 28, 
1951, to stockholders of record at the 
close of business Dec. 14, 1951. 
Checks will be mailed. 
Robert P. Resch 
Vice President and Treasurer 


* 
INTERNATIONAL MINERALS 


& CHEMICAL CORPORATION 
General Offices: 20 North Wacker Drive, Chicago 6 











SAFEWAY STORES 


INCORPORATED 





Preferred and Common 
Stock Dividends 


The Board of Directors 
of Safeway Stores, Incor- 
porated,on November 15, 
1951,declared quarterly 
dividends on the Com- 
pany’s $5.00 par value Common 
Stock and 4% Preferred Stock. 

The dividend on the Common 
Stock is at the rate of 60¢ per share, 
and is payable December 14, 1951 to 
stockholders of record at the close of 
business December 3, 1951. 

The dividend on the 4% Preferred 
Stock is at the rate of $1.00 per 
share and is payable January 1, 1952 
to stockholders of record at the 
close of business December 3, 1951. 


MILTON L. SELBY, Secretary. 
November 15, 1951. 




















E.1. DU PONT DE NEMOURS & COMPANY 


OOM 


Wilmington, Delaware, November 19, 1951 
The Board of Directors has declared this day 
regular quarterly dividends of $1.121/ a 
share on the Preferred Stock—$4.50 Series 
and 871/2¢ a share on the Preferred Stock 
—$3.50 Series, both payable January 25, 
1952, to stockholders of record at the close 
of business on January 10, 1952; also $1.00 
@ share on the Common Stock as the year- 
end dividend for 1951, payable December 
14, 1951, to stockholders of record ot 
the close of business on November 26, 


1931; 
| L. pu P. COPELAND, Secretary 
6 
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Can The Sterling Area 
Hold Together? 





(Continued from page 255) 


purchasing power and concentrat- 
ing on the essential expansion 
programs only. Undobutedly the 
British will also promise the par- 
ticular goods needed in due time. 
The question is, of course; Will 
the British be able to deliver? Can 
they ask their partners to reduce 
their standard of living, if they, 
the British, continue to live above 
their means? It would seem that 
the future of the sterling area lies 
in the success with which Great 
Britain will be able to prop her 
own international payments. 
Moreover, it would seem that 
easing rather than restricting dol- 
lar imports into the overseas ster- 
ling area at this time is essential, 
if Britain is to create good will 
and if she is to demonstrate that 
she is aware of her duties as 
banker of the sterling system. 
Failing that, we may see indivi- 
dual sovereign members of the 
sterling area, thus anticipating in 
the financial field what they may 
do some day in the field of polities. 





The Sulphur Industry 
— Studies in Specialties — 
Part lil 





(Continued from page 237) 


four years 1947-50, with average 
annual tonnage at 2.9 million, 
earnings rose to an average of 
$6.94 per share. 

It is obvious that the 50% in- 
crease in output has had the most 
direct effect on earnings. Most of 
the higher gross income derived 
from the increased output can be 
carried to profits since expenses 
of operation under the Frasch sys- 
tem of sulphur recovery do not 
rise nearly in proportion. As a 
matter of fact, Texas Gulf Sul- 
phur has a phenomenally high 
pre-tax margin of profit. In 1947- 
50, that margin averaged about 
60%, and in 1950 it was about 
62%. In the first nine months of 
the current year, the ratio was 
approximately the same. On a 
post-tax basis, the margin of 
profit in 1947-50 was slightly. less 
than 40%. In the current year, 
the post-tax margin has been 36% 
for the first nine months. These 
figures are important as indicat- 
ing the unusually excellent per- 
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formance of the company with 
regard to maintaining a wide 
margin of earnings over dividends, 


Reserves for depreciation, de. 
pletion and amortization are in 
accordance with the company’s 
requirements and have averaged 
about $2.5 million annually for 
the past five years, including 1951, 
estimated on the basis of its nine. 
months report. Taxes have risen 
from $9.4 million in 1947 to $13 
million in 1950, and this year are 
estimated at approximately $15 
million. On this basis, the com. 
pany which reported earnings of 
$5.86 a share for the first nine 
months of this year and which 
will have to accrue taxes at the 
retroactive rate, will probably 
find that the higher taxes have 
brought down the full year’s earn- 
ings to around $7 a share against 
$7.75 last year. 


Good Dividend Record 


The company has been a con- 
sistent dividend payer, having 
made payments continuously since 
1921. During the war years, divi- 
dends were $2.25-$2.50 a share 
but since 1948, the rate has been 
maintained at $5 a share. The 
stock has had a marked rise since 
1950 of from 635% to 119, with 
the current price around 105. In 
1948, the company reacquired 
500,000 shares of the capital stock 
at $55 a share from the Gulf Oil 
Corp., reducing the outstanding 
amount of stock from 3,840,000 
shares to 3,340,000. The current 
price of the stock would seem to 
imply that a split-up may be ex- 
pected in the not distant future. 

Freeport Sulphur Company, the 
second largest producer’ with 
about 30% of the annual national 
output to its credit, by virtue of 
its enormous find at Garden 
Island Bay, Louisiana, at the 
mouth of the Mississippi, has laid 
the groundwork for adding about 
500,000 tons of brimstone annu- 
ally to its production, when the 
new plant is in operation in about 
two years. This will amount to an 
increase of about 3314 %. The new 
find is not only an important fac- 
tor in helping to solve the world 
shortage problem but will have 
a dynamic effect on the earnings 
of the company. 

The Grand Ecaille mine, also 
in Louisiana, is stepping up its 
output and at the present is sup- 
plying about four-fifths of the 
total company tonnage. This, how- 
ever, is somewhat offset by the 
growing contraction of output at 
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‘the Hoskins mine, which is the 


oldest operating mine on the Gulf 
Coast and whose life is limited. 
Illustrating the close connection 
of the company with some of the 
major oil units is the fact that the 
Grand Ecaille mine is held in sub- 
lease in perpetuity from the fol- 
lowing: Gulf Refining Co., Hum- 


' ple Oil & Refining Co., and Shell 


Petroleum Corp. The new deposits 
at Garden Island Bay are owned 
by Texas Co. with the sulphur 
rights acquired by Freeport on a 
basis of 50% of the profits to 
Texas Co. and 50% to Freeport. 

Freeport which has joint own- 
ership of the Sulphur Export 
Corp. with Texas Gulf Sulphur, 
in recent years has preferred to 
limit its share of exports, giving 
up the field temporarily to Texas 
Gulf. The company has decided, 
in view of the national sulphur 
stringency, to concentrate on the 
domestic market. 


Earnings Record 


The stock, which was recently 
split three-for-one, has progres- 
sively shown larger earnings an- 
nually in each year since 1947. In 
that year, profits amounted to 
$1.30 a share rising to $2.82 in 
1950. For the first nine months of 
this year, they were $2.01 a share 
and it is estimated that the final 
returns for the year will be about 
$2.60-$2.75 a share. 

The pre-tax margin of Freeport 
Sulphur is considerably lower 
than that of Texas Gulf, having 
averaged about 24% in 1947-49 
and rising to 36% in 1950. Post- 
tax margins rose from 14% in 
1947 to 20% in 1950. For the first 
nine months of this year, the fig- 
ure was 18.5%. This is about half 
the rate of profit of Texas Gulf 
Sulphur and is accounted for by 
the much smaller production of 
Freeport. However, when the new 
facilities come into operation in 
1953, the added production will 
have a pronounced effect on the 
margin of profit, and earnings 
should show a proportionate in- 
crease. 

Dividends on the new stock are 
being paid at the rate of $1.83 


.ashare. With the price currently 


at 3914, the yield is approximately 
4.6%, almost on a par with that 
of Texas Gulf Sulphur. While the 
latter has the better position, it 
seems likely that the new develop- 
ments of Freeport will help, but 
this will take time. 

Jefferson Lake Sulphur Com- 
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pany, in comparison with the two 
giants described above, is quite 
small with annual production at 
about 277,000 tons compared with 
over 3.2 million for Texas Gulf 
and 1.5 million for Freeport Sul- 
phur. Its brimstone deposits are 
not extensive. However, it is ex- 
panding its activities in an allied 
field, the extraction of sulphur 
from hydrogen sulphide gas. Last 
year, the company in conjunction 
with the American Cyanamid 
Company arranged for the joint 
development of its process. A fea- 
ture of potential promise is the 
sub-lease of the company’s worked- 
out dome in the bed of Lake Peig- 
neur to the Texas Co. Jefferson 
Lake would receive a royalty of 
one-sixteenth on any oil found and 
produced in this property. 

Earnings have been irregular 
and below $1 a share for a num- 
ber of years until 1949, when they 
rose to $1.28 a share. In 1950, they 
mounted further to $3.35 a share 
and, with $2.68 reported for the 
first nine months of 1951, it is 
estimated the full year’s earnings 
will come close to $4 a share. The 
stock which pays dividends at the 
annual rate of $1.65 a share, has 
had a very rapid advance in the 
past two years, having sold as low 
as 614 in 1950 compared with the 
current price of 4334. At the cur- 
rent price, the issue which is 
speculative seems to have fully 
discounted the recent increase in 
earnings. 


Another Small Producer 


Duval Sulphur & Potash Com- 
pany is the smallest of the four 
with an annual production slightly 
less than that of Jefferson Lake. 
The company has enjoyed a stable 
record of earnings for the past 
decade, averaging about $1.50 a 
share, with $1.72 a share in 1950. 
For the twelve months ended June 
30, 1951, earnings were $2.06 a 
share compared with $1.38 for 
the same period of 1950. 

The company, which is con- 
trolled by the United Gas Corp. 
(Del.), in addition to sulphur pro- 
duction is engaged in various ac- 
tivities relating to potash. In this 
connection, a large refinery whose 
total cost will be about $7.5 mil- 
lion was located near Carlsbad, 
New Mexico during the past year. 

The stock pays $1 annually and 
at the current price of 303, yields 
about 3.3%. Since 1950 when the 
stock sold as low as 13, it has had 
a very substantial rise, with a 
1951 high of 3414. 





UTAH POWER 


& 
LIGHT CO. 





Serving in 
UTAH e IDAHO 
WYOMING e COLORADO 


A Growing Company in 2 Geoiaiens West 


INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 
The 147th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 


payable December 10, 1951, to stockholders 
of record at the close of business on November 
0, 1951. Transfer books will not be closed. 
Checks prepared on IBM Electric Punched 
Card Accounting Machines will be mailed 


A. L. WILLIAMS, Vice Pres. & Treasurer 


November 13, 1951 





INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


590 Madison Ave., New York 22 
The Board of Directors of this Corporation has 
this day declared a stock div idend at the rate 
of five shares for each 100 shares held, to be 
issued January 28, 1952, or as soon thereafter 
as practicable, to stockholders ‘of 1 record at the 
close of business on January 4, 1952. Transfer 
books will not be closed 


WILLIAMS, Vice Pres. & Treasurer 
Nov ember 13, 1951 











UNITED FRUIT COMPANY 


DIVIDEND No. 210 

A dividend of seventy-five 

cents per share on the capital 

stock of this Company has 

been declared payable Janu- 

ary 15, 1952, to stockholders 

of record December 6, 1951. 
EMERY N. LEONARD 
Secretary and Treasurer 


Boston, Mass., November 19, 1951 














+ CRowN Cork & SEAL 
As? . COMPANY, INC. 


COMMON DIVIDEND 


The Board of Directors has this day 
declared a Year-End Dividend of twenty-five 
cents ($.25) per share on the Common Stock 
of Crown Cork & Seal Company, Inc., pay- 
able December 21, 1951, to the stockholders 
of record at the close of business December 
3, 1951. 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary 


1951. 





November 21, 








257 




















C.1.T. FINANCIAL CORPORATION 


Extra Dividend 
on Common Stock 


An extra dividend of 50 cents per share in cash 
has been declared on the Common Stock of 
C. I. T. FINANCIAL CORPORATION, 
payable December 24, 1951, to stockholders of 
record at the close of business December 10, 
1951. The transfer books will not close. Checks 
will be mailed. 


Dividend on Common Stock 


A quarterly dividend of $1.00 per share in 
cash has been declared on the Common Stock 
of C. I. T. FINANCIAL CORPORATION, 
payable January 1, 1952, to stockholders of 
record at the close of business December 10, 
1951. The transfer books will not close. Checks 
will be mailed. 

FRED W. HAUTAU, Treasurer 


November 21, 1951. 

















INTERLAKE IRON 


CORPORATION 
CLEVELAND, OHIO 
Dividend No. 30 November 15, 1951 


The Board of Directors has 
this day declared adividend 
of seventy-five cents (75¢) 

© share on the outstand- 
ing shares of common stock 
without par value of this 
Corporation, payable 
December 21, 1951, to 
stockholders of record at 
the close of business De- 
cember 7, 1951. The trans- 
—= fer books do not close. 
-@ Checks will be mailed. 
J. P. FAGAN 









Executive Vice President and Treasurer 














TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of $1.00 per share and an additional 
dividend of 75 cents per share on the Com- 
pany’s capital stock, payable December 15, 
1951, to stockholders of record at the close 
of business November 26, 1951. 


RICHARD T. FLEMING, 
Secretary 














RIE TS 
C CAN COMPANY, Inc. 
An initial dividend tor the period from 
November 7, 1951 to January 1, 1952 
of sixty-three and three-quarter cents 
($.63%4) per share on the $4.25 cumu- 
lative second preferred stock of this 
Company has been deciared, payable on 
January 2, 1952 to stockholders of 
record at the close of business Decem- 
ber 14, 1951. 


LOREN R. DODSON, Secretary 











LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 
November 21, 1951 


~ 3) The Board of Directors has declared 

a quarterly dividend of 37%c per 

share on the outstanding Common 

Stock of the Company, payable on 

December 21, 1951, to stockholders of record 

at the close of business on December 11, 1951. 
Checks will be mailed. 

CHARLES C. MOSKOWITZ 

Vice Pres. & Treasurer 
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Is Business Over-Estimating 
Savings as Future Sales 
Stimulant? 





(Continued from page 221) 


feel more secure financially, it 
need not follow that they will cut 
loose again. 


The behavior of the consuming 
public during the last six months 
appears to show that well-sup- 
plied markets, free from fears of 
shortages, together with a high 
standard of living encourage the 
natural instinct to save which is 
precisely what the situation de- 
manded. In any case, the question 
whether money will again begin 
to burn holes in pockets is an un- 
known factor, though an impor- 
tant key to the business outlook. 
But though unknown, we would 
say that the probabilities argue 
against it if only because there 
probably is not nearly as much 
“itching” money around as as- 
sumptions and statistics seem to 
indicate. 

In the present mood of con- 
sumers, neither alarmist cries of 
shortages nor rising savings are 
likely to induce them to splurge. 
They have become deaf to the 
former and welcome the latter, 
and they also appreciate how dif- 
ficult it is to save under today’s 
conditions. Our guess is that those 
who can, will go right on. This 
appears all the more likely if one 
considers that the personal sav- 
ing estimates may have been 
grossly exaggerated in the first 
place. In most instances, the need 
for saving remains. What’s lack- 
ing in others is the ability to save, 
after living costs and taxes. 


If there is to be a slow and 
steady build-up of consumer buy- 
ing from now on — as distinct 
from the traditional pre-Christ- 
mas upswing — it will above all 
require good values at attractive 
prices, preferably lower prices. 
We would not count too much on 
rising savings, on money burning 
holes in consumer pockets. In the 
great majority of cases, there is 
not enough of it to assume any- 
thing like an incendiary quality. 

There is plenty of money 
around, but no longer as widely 
distributed as before. The pro- 
longed post-war boom, plus the 
two post-Korean buying sprees, 
have seen to that, as far as the 
great army of consumers is con- 
cerned. Having overstocked on 


goods and being over-extended on 
credit, their urgent need is saving 
—and it will not be the kind that 
can be spent. 





Companies Which Report 
Higher Earnings In The 
Third Quarter 





(Continued from page 223) 


$27.45 million versus $16 million. 
Tax accruals this year included 
EPT in the amount of $2.4 mil- 
lion and were otherwise calculated 
at rates imposed by the Revenue 
Act of 1951. 

The net profit margin for the 
first nine months was 9.9% which 
compares with a ratio of 10.4% 
in the third and second quarter, 
and with 10.6% in the third quar- 
ter of last year. The well main- 
tained net profit margin, despite 
higher taxes, has been made pos- 
sible by a noteworthy improve. 
ment in the pre-tax margin, which 
for the first nine months this year 
was 14.6% against 18% in 1950. 
Greater volume and operating effi- 
ciency, in other words, has helped 
overcome the impact of higher 
taxes but the latter of course has 
been much more moderate than 
in the case of manufacturing cor- 
porations not enjoying special tax 
benefits. 

Thus Sinclair on basis of nine 
months’ tax accruals has been 
accruing taxes at an effective rate 
of 32% against 2514% for the 
same period last year. While 
higher, this rate is far below that 
applicable to corporations not 
favored by the special advantages 
enjoyed by the extractive indus- 
tries. Sinclair, together with other 
oil companies, will continue to 
have the advantage of this privi- 
lege, and with demand prospects 
excellent and prices firm, should 
also continue to report quite satis- 
factory profits. Full 1951 earnings 
are estimated in excess of $6 a 
share, amply covering the $2.50 
dividends which at current price 
of around 43 yields 6%. 

Tide Water Oil Company pre- 
sents a similar picture as far as 
tax impacts are concerned. For 
the first nine months, the com- 
pany accrued Federal income 
taxes at only about 28% of tax- 
able earnings whereas the effec- 
tive tax rate in the same period 
last year was about 18.7%. These 
rates are even lower than those 
applying to Sinclair Oil; the com- 
pany has stated, however, that 

(Please turn to page 260) 
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THE BEST INVESTMENT 
BARGAINS SINCE 1949 


American industry faces a year of huge defense 


expenditures which will be reflected in a practical 
dollar and cents manner in corporate earnings and 


dividend declarations. 


The degree to which the various listed companies— 
large and small—share in these tremendous outlays 
for armament will vary over a wide scale, and the 
selectivity will be increased by relative ability to 


maintain equally important civilian production. 


To ascertain which stocks are the investment bargains 
will require a thorough knowledge of individual com- 
pany activities and prospects. It calls for long and 
intimate knowledge of company managements. 
finances, competition, research and expansion policies. 
And in the eventful presidential election year ahead 
it will require vigilance, and study—in short—the assist- 
ance of a seasoned and experienced investment staff 


such as our own. 


This is a particularly strategic time to secure the 
advantages of our service, because we believe that 
the readjustment in value of “blue chips”—and the 
dynamic quality of emerging individual specialties— 
are creating opportunities for ABOVE AVERAGE 
CAPITAL GAINS—looking to 1952. 


Mal Coupon 
Joday ! 
Special Offer 
6 roa $60 


MONTHS’ 
12 SERVICE $100 


Special Delivery: 
C) $8.00 one year. 


UMM oo Sa shh vege cccsdiees 
Complete service will start at PNNOMR osc soc cists 
once but date from January 1. ie 


Subscriptions to The Forecast 
are deductible for tax purposes. 


DECEMBER 1, 1951 


THREE DIVERSIFIED PROGRAMS COMPLETE 
IN ONE SERVICE 


—For Backlog Investments 
—For Appreciation with Income 
—Low Priced Shares for Large Pecentage Growth 


The Investment and Business Forecast brings you 
three, prudently diversified programs to meet your 
every objective. All are provided under your single 
enrollment. 


ADDED FEATURES INCLUDE... 


Consultation by Wire and by Mail... To keep your portfolie en a 
sound basis, you may consult us on 12 securities at a time... 
by wire and by mail. 


Business Service .. . Weekly review and forecast ef vital happen 
ings as they govern the outlook for business and individual 
industries. 


Washington Letter . . . “Ahead-of-the-news” weekly reperts from 
our special correspondent on legislative and political develop 
ments weighing their effects on business and securities. 

Enroll now — to secure our special recommendations 
for BETTER-THAN-AVERAGE PROFITS, and con- 
tinuing advice telling you exactly when and what to 
buy so that you may derive the utmost gain and in- 
come. AND, if you will send us full data on your pres- 
ent holdings and cash position you will receive our 


advice at once—WHAT TO SELL—WHAT TO HOLD. 


You are invited to take advantage of our Special 
Enrollment Offer which provides FREE SERVICE to 
January Ist. Mail the coupon below . . . today. 








FREE SERVICE TO JANUARY 1 eee eee —— 








THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [] $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
(Service to start at once but date from January 1, 1952) 
SPECIAL MAIL SERVICE ON BULLETINS 


Air Mail: [) $1.00 six months; [J $2.00 


one year in U. S. and Canada. important market turning points...when 


$4.00 six months 


Your subscription shall not be assigned at 
any time without your consent. 


(0 Telegraph me collect in anticipation of 


to buy and when to sell...when to ex- 
pand or contract my position. 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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COMMONWEALTH 
INVESTMENT 


COMMONWEALTH 
INVESTMENT COMPANY 
ESTABLISHED 


CONSECUTIVE nde 
QUARTERLY 
DISTRIBUTION 


12¢ a share from ordinary income and 13¢a 
share from realized security profits has been 
declared, payable December 21, 1951, to 
record December 4, 1951. 











ANACONDA 


DIVIDEND NO. 174 


November 21, 1951 

The Board of D rectors of 
Anaconda Copper Mining Com- 
pany has today declared a divi- 
dend of One Dollar and Twenty- 
five Cents ($1.25) per share on its 
capital stock of the par value of 
$50 per share, payable Decem- 
ber 21, 1951, to stockholders of 
record at the close of business 


on December 1, 1951. 


C. EARLE MORAN 
Secretary and Treasurer 
25 Broadway, New York 4, N. Y. 














TMA e | Johns-Manville 
JM Corporation 
DIVIDEND 


The Board of Directors declared a dividend 
of 75c per share on the Common Stock, and, 


PRODUCTS 


in addition thereto, a year-end dividend of 
$1.25 on the Common Stock, both payable 
December 13, 1951, to holders of record 
December 3, 1951. ° 

a ROGER HACKNEY, Treasurer 








SOUTHERN PACIFIC COMPANY 
DIVIDEND No. 136 


A QUARTERLY DIVIDEND of One Dollar and Twenty- 


five Cents ($1.25) and an EXTRA DIVIDEND of Fifty 
Cents ($.50) per share on the Common Stock of this Com- 
pany has been declared payable at the Treasurer's Office, 
No. 165 Broadway, New York 6, N. Y., on Monday, 
December 17, 1951, to stockholders .of record at three 
o’clock P. M., on Monday, November 26, 1951. The stock 
transfer books will not be closed for the payment of 


this dividend. 
J. A. SIMPSON, Treasurer. 


New York, N. Y., November 15, 1951. 











UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 6214 cents per share has 
been declared on the Common Stock of said 
Company, payable December 10, 1951, to stock- 
holders of record at three o’clock P.M. on 


November 23, 1951. 


C. H. McHENRY, Secretary 














Companies with Higher Earn- 
ings in the Third Quarter 





(Continued from page 258) 


tax provision for the nine months 
meet the requirements of the new 
tax law. 

Because of this favorable tax 
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situation, the company was able 
to maintain its net profit margin 
at around 9% and in the third 
quarter, it was as high as 10.2%. 
Reflecting higher sales, the pre- 
tax margin was 12.6% as against 
11% in the nine-month period of 
1950. Third quarter per share net 
was $1.50, comparing with $1.30 
in the second quarter and $1.37 in 
last year’s third quarter. Nine- 
month earnings came to $4.19 a 
share against $3.62 last year. Full 
year profits should come to about 
$5.25 a share, providing excellent 
coverage for the current $2 an- 
nual dividend which at current 
price of 40 yields exactly 5%. 

Burroughs Adding Machine 
Company has been able to hold its 
own earningswise despite steeply 
higher taxes, and provision for 
the increased retroactive tax in 
the third quarter. Per share net 
for that period was 42¢ against 
40¢ in the second quarter and 41¢ 
in the third quarter of last year. 
For the first nine months, the 
company earned net profits of $6.2 
million or $1.26 a share compared 
with $4.4 million or 88¢ a share 
for the same period of 1950. 

Total revenues during the first 
three quarters were higher than 
in any comparable period of the 
company’s history, totalling $78.2 
million, and 20% higher than in 
the preceding comparable period, 
but profits were strongly affected 
by a 240% increase in taxes with 
the total tax bill for the period 
amounting to $8.56 million. In 
view of this, the profit showing, 
notwithstanding the volume in- 
crease, must be viewed as highly 
satisfactory. 

Demand for office equipment 
remains pressing and operations 
should continue at a high rate, 
but defense work too is mounting 
in importance though much of the 
company’s program is still in the 
tooling stage. Currently some 
67% of the company’s tooling ca- 
pacity is being devoted to the de- 
fense program. 

A rather contrasting picture is 
presented by American Woolen 
which, while showing an excellent 
nine-month comparison, has been 
backsliding in the third quarter. 
In the latter period the company 
netted $3.12 a share on sales of 
$87.7 million, considerably better 
than the 87¢ a share earned on 
sales of $42.4 million in the third 
quarter of 1950, but not nearly as 
good as the $6.25 a share netted 
on second quarter sales of $65.5 
million. 

The sharp drop in third quarter 





earnings, from those of the sec. 
ond quarter, had little to do with 
taxes; tax liabilities in fact de. 
clined in almost similar ratio, and 
sales—as pointed out, rose by over 
$20 million. But the pre-tax mar. 
gin dropped to 7.3% from 19%, 
quite a sharp dip, pointing to seri- 
ous price-cost difficulties probably 
having in part at least their ori- 
gin in the sharp decline of wool 
prices after their post-Korean 
spurt. 

There are other problems cloud- 
ing the more immediate outlook. 
Civilian orders have shown no real 
pick-up from the recent depressed 
levels. Although deliveries in the 
nine months totaled $187 million 
against $106 million a year ago, it 
is indicated that new bookings 
were only $20 million in the third 
quarter. Unfilled orders declined 
$68 million in that period, from 
$158 million to $90 million. What 
the company needs is more Gov- 
ernment business—barring an im- 
provement of the civilian market, 
and such orders will probably be 
forthcoming but it remains to be 
seen to what extent they can affect 
the nearer term potentials. 

While information about the 
amount of the company’s Govern- 
ment business is restricted, the 
bulk of 1951 shipments is under- 
stood to have gone to the armed 
services and that, of course, im- 
plies close pricing which probably 
also contributed to the narrowing 
profit margin. 

In the circumstances, full 1951 
earnings are difficult to estimate. 
For the first nine months, the 
company netted $10.22 a share 
compared with $1.40 in the same 
period last year. Results for the 
balance of the year will be deter- 
mined not only by sales but per- 
haps even more importantly by 
the profit margin that can be 
realized under existing conditions. 
It is the future trend, rather than 
past comparisons, that needs 
watching. 

To some extent, this is true in 
every case listed since there 
are quite a few companies 
where taxes—chiefly—have low- 
ered third quarter profits in com- 
parison with those of the second 
quarter though year-ago compari- 
sons are favorable. In the major- 
ity of cases, the worst has prob- 
ably been seen though there will 
always be exceptions. Where third 
quarter results have borne the 
full brunt of retroactive tax ad- 
justments, fourth quarter results 
may well make better reading pro- 
vided sales volume holds up. 
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Alive today 


.and a happy grandmother. because years ago 
she went to her doctor when she first noticed one 
of cancer’s danger signals. 


By showing Americans how to protect themselves 
and their families against cancer. the American 
Cancer Society is saving thousands of lives today. 
By supporting science and medicine in the search 
for the causes and cures of cancer, the Societv hopes 
to save countless more tomorrow. Do vou know 
the seven common danger signals that may mean 












































cancer: (1) any sore that does not heal (2) a lump 
or thickening, in the breast or elsewhere (3) un- 
usual bleeding or discharge (4) any change in a 
wart or mole (5) persistent indigestion or difficulty 
in swallowing (6) persistent hoarseness or cough 
(7) any change in normal bowel habits. 

To guard yourself and those you love against can- 
cer, call the nearest office of the American Cancer 
Society or address your inquiry to “Cancer” in care 
of vour local Post Office. 


American Cancer Society 











S an alert investor, it is natural, to check 

your investments toward the end of each 
year with an eye to minimizing taxes, sharing 
in year-end extra dividends and to bring your 
entire account into line with prospects for 
the new year—1952. 

This is particularly important today, be- 
cause of the mixed outlook for corporate 
income and dividends under new taxes and 
tremendous defense spending. In addition, 
1952, should prove a highly eventful presi- 
dential election year, making it doubly vital 
to your interests that you follow a sound and 
resourceful investment policy. 

There will be high rewards for discriminat- 
ing judgment—great opportunities for new in- 
vestments, too—regardless of taxation—as our 
swiftly paced economy moves into high gear 
under the impetus of rearmament. 


STRATEGIC AND IMPORTANT POINT 
TO REVISE YOUR INVESTMENT HOLDINGS 


The present-NOW-represents a particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 

Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 


foes es 





FOR A PROFITABLE 1952 .....RE-EXAMINI 
YOUR PRESENT SECURITY HOLDINGS NOW 


MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service takes the 
initiative in advising you when any change 
should be made in your personal investment 
holdings You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase. 
you should investigate this Service, by taking 
advantage of the special invitation below. 











| 
INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
A background of forty-four years of service 


90 Broad Street 


New York 4, N. Y. 








